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... COME ON 
OUT AND 
SEE US!” 


. President GUY STURGEON’ s* 
personal invitation 
to all Bankers. 





“ , . . and when we say ‘come on out and sce us’ — we 
mean it. You'll find Wonderful Wyoming a friendly 
place to relax or play .. . Mother Nature has en- 
dowed us with plenty of invigorating air and warm 
sunshine ... in this land of majestic contrasts you'll 
find that Wyoming is a real Frontier for Fun . . . so 


plan to come out and see us . . . soon. 


“For colorful literature and complete information, 

“Re just drop a note to Howard Sharp, Secretary-Man- 
ager, Wyoming Commerce & Industry Commission, 

ate a Room 600, State Capitol, Cheyenne, Wyoming.” 
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* Guy Sturgeon, Sheridan, Wyoming 
President, Independent Bankers Ass'n. 
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Sirs: 

Would like to receive a tearsheet 
of Page 24 of your February issue, 
illustrating the tax maze and entitled, 
“All the Live Long Day”. This is 


really good. John N. Kemp 
Mapleton, Iowa 

kkk 
Sirs: 


Very much delighted to recall the 
bull sessions we had with our other 
friends during the Mobile convention. 
Little gatherings of this sort tend to 
build up friendships which last over 
a period of years. Am very sorry that 
my itinerary called for a trip into 
Alabama after leaving the conven- 
tion, as I would have liked to have 
been in New Orleans while you were 
here, to show you some of the sights. 

Of course, May 1952 is a long way 
off, but you may rest assured that if 
there is any possibility of my attend- 
ing the Minneapolis convention, I will 
be there. Julian B. Doskey 
Assistant Cashier, 

Louisiana Bank & Trust Co. 
New Orleans, La. 
xk*kk 


Sirs: 

It was very interesting to read the 
story and see the pictures of the I. B. 
A. convention in your last issue. 
Needless to say, I was rather sur- 
prised to see the photo of Herman 
Hamre and myself looking at the 
flags, and I do not know yet how you 
happened to get that picture. 

Enjoyed the visits with you on the 
trip. We all had a very fine time. 

N. H. Tallakson 
President, Bank of Willmar 
Willmar, Minn. 


Sirs: 

Mrs. Wild and I thoroughly en- 
joyed the pleasant associations at 
the Mobile convention. This was her 
first experience, and she enjoyed 
every minute of it. At the outset we 
hoped to return home rested; how- 
ever, ‘twas much the reverse. We 
both trust that our schedule will 
bring us to Minneapolis in 1952 — 
or bust. 

I know The Independent Banker 
will faithfully reflect our thoughts 
and efforts, and shall anticipate its 
receipt eagerly each month. 

Warren H. Wild 
Cashier, Mechanics-State Bank 
McComb City, Miss. 
xk 
Sirs: 

Your May issue reporting the I. B. 
A. convention was swell. You did a 
good job of covering the convention. 

Place on your mailing list two of 
my cohorts (names and addresses en- 
closed) and send us a Dill for sub- 
scription for each of them. Be sure 
to mail them each a copy of the May 
issue. Stanford Ronning 
President, Union State Bank 
Browns Valley, Minn. 

xk 
Sirs: 

Your May issue was splendid. The 
contents contain so much meat, it is 
difficult to digest them in one sitting. 
Commendation is due so many 
sources, it is hard to know just where 
to start, but these contributions were 
outstanding: the “Declaration” in the 
Articles of Incorporation of I. B. A. 
which you featured on your front 
cover; it is hoped that every indepen- 
dent will stand up and be counted... 
President Guy Sturgeon’s fine address 

. all the letters in your “Forum” 
department . . . Charles C, Rieger’s 
publicity campaign for the Mobile 
convention, which credit must be 


shared with The Independent Banker. 
Valentine, Neb. 


(Name omitted) 





Sirs: 

Your magazine is very interesting. 
Each issue seems to be an improve- 
ment over the previous ones. The 
pictures in your May number are 
very much appreciated. 

R. R. Wilson 
Cashier, First National Bank 
Parsons, Kans. 


xx 


Sirs: 

Your May issue has been received 
and thoroughly enjoyed. 

The Mobile convention was one of 
the finest I have attended. It was a 
true picture of the independent bank- 
ers who are members of the Associa- 
tion. Leo W. Seal 
President, Hancock Bank 
Bay St. Louis, Miss. 

xk 
Sirs: 

We are looking forward eagerly to 
the next issue of your magazine. We 
had a wonderful time on the Southern 
trip and enjoyed meeting all those 
nice people very much. 

Am enclosing some pictures taken 
in Natchez and on the Independent 
Bankers Special. We think they are 
good. Donald I. French 
Cashier, Commercial Bank of Gideon 
Gideon, Mo. 


© Reader-Photographer French is 
right: they are good. He got them 
with his Polaroid instant-developing 
camera, which hung around his neck 
throughout the trip. (You'll see it in 
a picture of Mr. French in Alabama’s 
Bellingrath Gardens on another page 
‘of this issue). The Frenches took so 
many good ones that they are making 
a scrapbook of them as a souvenir 
of the convention journey. The pair 
of shots in question are reproduced 
herewith. — Epitor. 





TWO SOUTHERN LADIES stand on the steps of their exquisite home 
at Natchez, Mississippi, greeting the touring conventioneers who were 
privileged to inspect four of these residences of pre-Civil War days 
in Natchez, oldest city on the Mississippi River. 
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HAVING “DONE” NEW ORLEANS on their way home from Mobile, 
this contented-looking group of delegates happily plops in comfort- 
able chairs in the parlor-car of the Independent Bankers Special, 


which has iust pulled out of the station and heads Northward. 
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“T thought if it made him happy— 
fine!” — Showgirl Rosemary Wil- 
liamson, telling why she accepted 
mink coat from youth accused of 


fraud. 
* = 
“The reason you can’t find many 


women driving trucks is that trucks 


have no back seats.” — William 
Franklin Gaines. 
x kk 


“Inflation is every bit as dangerous 
an internal enemy as any foreign 


aggressor.” — Defense Mobilizer 
Charles E. Wilson. 
x ® 28 


“A smart wife tolerates her hus- 
band’s bad habits just so long; then 
ignores them.” — W. Howe Moody. 

x * & 

“A woman is a person who will 
spend $20 on a beautiful slip, and 
then be annoyed if it shows.” — D. 
S. Halacy, Jr. 

xk * 

“American military power is large- 
ly the result of industrial, scientific, 
and technological pre-eminence.” — 
Dr. Robert E. Wilson, chairman of 
the board of Standard Oil Company 
(Indiana). 

“. £2 

“A shoulder strap is a device for 
keeping an attraction from becoming 
a sensation.” — Penn State Froth. 

x «wk 

“A boy becomes a man two years 
after he thinks he’s one, and three 
years before his parents think he is.” 
— General Hershey, director of 
Selective Service. 

x * *& 

“A strapless evening gown is one 
type of holdup that never lacs 
witnesses.” — Howard Haynes. 

x «wk 

“Our policy in building military 
strength should be not to prepare for 
war, but to prevent war.” — Ernest 
T. Weir, chairman of the board of 
National Steel Corporation. 
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California Independents 


Talk Shop at Breakfast 


More than 150 community bankers 
from all sections of California turned 
out for the annual Independent Bank- 
ers Breakfast, a feature of the recent 
California Bankers Association con- 
vention in Pasadena. The event was 
sponsored jointly by Independent 
Bankers Association of Central Cal- 
ifornia and Independent Bankers 
Association of Southern California. 

Presiding was the Southern Cali- 
fornia organization’s president, Fred 
Dickey, vice president of Farmers & 
Merchants National Bank of Los An- 


geles. He introduced a number of 


bs geas ? as | 





JOSEPH ROGERS 
Spoke at California breakfast. 
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special guests, who responded with 
brief remarks. 


Among them were: Joseph Rogers, 
president of First National Bank of 
San Jose, president of the Central 
California group; Maurice Sparling. 
state superintendent of banks; J. C. 
Lipman, senior vice president of 
Union Bank & Trust Company of 
Los Angeles, state association presi- 
dent; E. R. Millard, vice president of 
Federal Reserve Bank of San Fran- 
cisco; W. P. Walberg. vice presi- 
dent of Los Angeles Branch of the 
Federal Reserve Bank, and Harry J. 
Harding, president of First National 
Bank of Pleasanton, head of the In- 
dependent Bankers Association of the 
12th Federal Reserve District. 


Mr. Harding reported on his recent 
visit to the 17th annual convention 
f Independent Bankers Association 
ht Mobile, Alabama. 


“It is encouraging to know that 
bankers everywhere are rapidly com- 
ing to realize that the spread of 
banking monopoly threatens the very 
existence of our dual system of com- 
petitive banking,” declared Mr. Hard- 
ing. “The Mobile convention adopted 
a clear-cut resolution calling for 
legislation that will require bank 
holding-companies to conform to the 
same regulations which now apply 
to banks, both as regards expansion 
and the divorcement of non-banking 
activities. (This resolution, and all 
others passed in Mobile, appeared in 





¢ SKIP TRACING 
¢ REPOSSESSIONS 





TEXAS AUTO DETECTIVE BUREAU 


C. C. ROBINSON, General Manager 
6811 Canal St., at Wayside Ijrive 
HOUSTON 11, TEXAS 


Phone WE. 1681 


° COLLECTIONS 
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the May issue of THE INDEPENDENT 
Banker. — Epitor). 

“A similar resolution was passed 
by the California Bankers Associa- 
tion back in 1947 and by the Ameri- 
can Bankers Association in 1948. The 
Florida and Louisiana Bankers As- 
sociations also adopted similar reso- 
lutions this year, making a total of 
2:3 state associations now on record 
as favoring federal legislation to 
regulate bank holding-company oper- 
ations, a goal for which bankers of 
California and other Western states 
have been working for years.” END 





Cover Picture 





Water and boats always have 
been associated with thoughts of 
vacations in the minds of the 
American people. There are over- 
seas voyages for those of us for- 
tunate enough to be ranked among 
the “well-off”. The Great Lakes and 
their luxurious passenger steamers, 
as well as their passenger-carrying 
freighters, enjoy a big play every 
summer. Mountain lake resorts, 
the beautiful Northwoods and the 
great national parks draw heavily. 
But, even among the less - well - 
heeled citizenry, rare is the man, 
woman or child who doesn’t have 
the opportunity to dunk his feet in 
some nearby pond or stream for at 
least a happy week-end away from 
care and duty. 

So, this month’s cover picture is 
appropriate to the season. It was 
taken from the top deck of the 
S. S. President in New Orleans har- 
bor by this magazine's staff pho- 
tographer during the side-trip to 
the Louisiana metropolis which 
capped the journey to Mobile for 
the |. B. A. convention in April. 
Pointing southward, whence it has 
now been pushed into position by 
the little tug at its port bow, is an 
Argentine freighter which has just 
taken on a heavy cargo for our 
South American neighbors. 


Happy sailing! 
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PREPAREDNESS 


Against Both 


War and Inflation 


Statement Before the Joint Committee on the Economic Report 
In Its Hearings on the President’s Economic Program 


by MARRINER S. ECCLES 


Member of the Board of Governors of the Federal Reserve System 


Our defense preparedness _ pro- 
gram must be designed to prevent 
war and to prevent inflation, while 
at the same time preserving the es- 
sential freedoms of our Democratic 
institutions. It must also be sustain- 
able for an indefinite period of time. 

If we fail to make these aims our 
major goals, the very system which 
we are trying to maintain will be de- 
stroyed. This means we must adopt 
a realistic foreign policy—one which 
recognizes the limitations of our re- 
sources and manpower, and one 
which we can pay for currently. 

How can we best, within this 
framework, protect ourselves, main- 
tain our essential economic and Dem- 
ocratic strength, and at the same time 
fulfill our commitments to help de- 
fend and protect the other free 
countries of the world? I believe to 
do this we must limit our aggregate 
expenditures on our defense and 
foreign aid program to a maximum 
of $50 billion annually. This, we can 
pay for currently, given a total na- 
tional product of some $300 billion, 
the estimated amount for the next 
fiscal year. This money must be used 
in such manner as to assure the max- 
imum military effectiveness of our- 
selves and our Allies, which means 
a program most likely to prevent war. 

We must recognize the fact that 
Russia occupies or controls the great- 
er part of the tremendous land mass 
of Europe and Asia. This land mass 
has a population of nearly a billion 
people, and great material resources, 
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and is far removed from our shores. 
We can never expect to defeat Russia 
on land. We would be bled white 
and destroyed, economically as well 
as militarily, by any attempt to do so. 
We cannot hope to be prepared to 
supply or maintain ground forces at 
every point around the 
20,000-mile periphery of the com- 
munist empire. We cannot be pre- 
pared on the ground to meet attacks 
at the time and place selected by 
Russia. 


strategic 


There are, however, decisive things 
we can do with our superior tech- 
nology and scientific know-how, and 
within the limitations of a budget we 
can pay for. We can, with the assis- 





MARRINER S. ECCLES 


tance of the British Empire and such 
cooperation as other free nations are 
willing and able to give us, rapidly 
establish overwhelming control of the 
air and the sea. From strategic air 
and naval bases throughout the 
world, protected by adequate ground 
forces, we can threaten swift retalia- 
tion with atomic and our other de- 
structive weapons if Russia under- 
takes aggressive action. 

We should recognize the facts that 
our unrivalled productive capacity 
is our strongest line of defense, that 
our ability to produce is largely de- 
termined by our available manpower, 
and that our country is the arsenal 
of the free nations of the world and 
must not be weakened by a military 
program which we cannot maintain 
indefinitely without regimentation or 
inflation or which leads to war. We 
should keep our ground forces as 
small as possible, so as to maintain 
our production at full strength to 
meet our civilian and military needs 
and help the other free nations to 
arm their available manpower and 
build up their defenses. Our man- 
power can contribute far more to the 
defense of the free world in our pro- 
duction lines, in our Navy and Air 
Force, than in the front lines of land 
armies in Asia or Europe. 

We should quickly arrange a peace 
treaty with Japan and western Ger- 
many, bringing them into the United 
Nations and helping them and other 
friendly countries, including Spain, 
to rearm as quickly as possible, so as 
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to be able to deter, or resist, if neces- 
sary, aggression by China, eastern 
Germany or other Russian satellites. 
Our present military forces should 
be maintained in Germany and Japan 
until they have fully rearmed for 
defense. Neither they nor the other 
free countries can be expected to re- 
sist successfully direct attacks by 
Russia. The addition of such land 
forces as we could send, and at the 
same time maintain our supremacy 
on the production line, and in the air 
and on the sea, cannot be expected 
to provide the balance of power 
necessary to deter, contain or defeat 
the Russians. 

Russia should know that direct 
attack by her would mean war with 
the rest of the free world — war in 
the air, on the sea and on the land, 
involving atomic and all other 
weapons of destruction. This threat 
of worldwide total war will, I be- 
lieve, deter the Soviet Union, because 
it would mean her destruction as well 
as that of her enemies. A world war 
would be an atomic war, or worse, 
a war that could not be won by any 
nation or group of nations, a war 
that might mean the destruction of 
civilization. 

For that reason, we should not 
think or talk of war as being inevit- 
able. We can, I believe, »y the plan 
I have outlined, make it so costly for 
Russia to start war that she will not 
dare attempt it. 

Under the protection of American 
and British air and sea power, the 
free nations of the periphery of the 
Soviet empire can rapidly rearm with 
the great help we can give them from 
our production lines. 

We should not attempt to rebuild 
great military strength in either Ger- 
many or Japan for possible war with 
Russia. Russia may not be willing to 
tolerate the reconstruction of great 
military forces of Western powers on 
her borders, any more than we would 
if our positions were reversed. I do 
not believe Germany or Japan will 
be parties to such a program. It 
would seem that they do not pro- 
pose to be the battleground for the 
defense of the Western world. I 
believe we must plan on Germany and 
Japan developing as defensively- 
armed neutral areas, between the 
communistic and the Western worlds. 

War can be avoided, I believe, if 


1.B.A. CONVENTION 
IN MINNEAPOLIS 
MAY 18-20, 1952 


Dates of the national convention 
of Independent Bankers Associa- 
tion in Minneapolis in 1952, will 
be May 18-19-20, one week later 
than was first announced in THE 
INDEPENDENT BANKER last month. 
The switch was necessitated by an 
overlapping of convention dates in 
the city, with a resultant confusion 
on hotel arrangements. 

So you can put it down now: the 
Independent Bankers Association’s 
18th annual national convention 
will be at Hotel Nicollet in Minne- 
apolis on Sunday - Monday - Tues- 
day, May 18-19-20, 1952. 


we do not attempt to build up inter- 
national competitive and threatening 
military forces in Japan or on the 
continents of Europe or Asia. Any 
attempt to do so is likely to provoke 
aggression — great standing armies 
cannot be mobilized, facing each 
other for long periods of time, with- 
out war. In any case, ‘what is the 
stopping point of expansion, and how 
do you ever demobilize them? 


We should not make any commit- 
ment to use the atomic bomb only if 
it is used against us first. Such a com- 
mitment offers us no protection. We 
must retain the initiative for use of 
all our weapons, including the atomic 
bomb. Any defense preparedness 
program may mean an uneasy peace, 
but it will be as uneasy for the Rus- 
sians as for us. 

We shall lose the fight against to- 
talitarianism, even though our mili- 
tary and foreign policies are unsuc- 
cessful in maintaining peace, if we 
permit inflation to sap the strength 
of our Democratic institutions. In- 
flation is an insidious thing. In its 
early stages it can have a certain ex- 
hilarating effect. But as it proceeds 
it will operate to destroy our free 
economy. Inflation works a grave in- 
justice on great masses of people. It 
injures most the aged, the pensioners, 
the widows and the disabled — the 
most helpless members of our so- 
ciety. It diminishes the desire to 
work, to save and plan for the future. 
It causes unrest and dissension among 
people, and thereby weakens our 
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productivity and hence, our defense 
effort. It imperils the existence of the 
very system that all of our efforts 
are designed to protect. 


We must recognize that our prob- 
lem of controlling inflation is more 
complicated now than in World War 
II. There is no end in sight for the 
necessity of maintaining very large 
government expenditures even though 
non-defense expenditures are reduced 
to the very minimum, as they cer- 
tainly should be. People hold an un- 
paralleled amount of liquid assets in 
the form of bank deposits, govern- 
ment bonds, equity in insurance pol- 
icies, building and loan shares, and 
other forms. Potentialities for infla- 
tion are now tremendous. It would 
be impossible to prevent inflation 
under these conditions without at 
least balancing the federal budget. 

Everyone will agree that our mili- 
tary and foreign aid program will di- 
vert large supplies of goods and ser- 
vices from private consumption and 
investment. This is a physical fact 
and will not be changed whether or 
not we tax ourselves to pay for it. 
The production of the goods and ser- 


vices for this program will provide 
money income to those who are en- 
gaged in it, but it will not provide 
a corresponding volume of goods or 
services for which this income may be 
spent. 

Without a pay-as-you-go tax pro- 
eram. the government will have to 
borrow to make up its deficit, either 
from the banks or from the non-bank 
public. Although borrowing from the 
public is less inflationary than from 
banks. there is no assurance that 
such horrowing could succeed in 
soaking-tip the excess funds available 
for spending. In my judgment, it 
would be impossible to avoid des- 
tructive inflation and further debase- 
ment of the dollar if the policy of an 
unbalanced budget, however financed. 
were long continued. An over-all 
complete harness of controls would 
only postpone the disastrous conse- 
quences. 

Borrowing from banks creates 
new money. Borrowing from non- 
bank sources does not increase the 
money supply, but it adds to the total 
volume of the public debt and to the 
liquid assets held by the public, thus 


storing up inflationary pressures for 
the future under present debt man- 
agement policies. The money supply 
is already excessive, considering the 
fact that it is being used less actively 
than it could be, compared with past 
experience. In addition, the tremen- 
dous amount of other liquid assets 
held by the public is like money in 
many respects, because it can be 
turned into money under the present 
Federal Reserve policy of supporting 
the government security market at 
fixed prices and interest rates. 


As inflation proceeds, the desire 
increases to convert liquid assets in- 
to money,’ and then into goods and 
services. This is what is known as the 
flight from the dollar. The need to 
hold the money and other liquid as- 
sets is not as great today as it has 
been in the past. This is because of 
improved insurance and pension pro- 
visions for old age. Also, the urge 
to provide for the contingency of 
depression and unemployment is less 
compelling. Under these circumstan- 
ces, the more liquid assets the public 
holds, the more likely they are to 
cash them and spend the proceeds. 
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Thus, you can have an inflation even 
if all federal deficit financing is done 
outside the banks. 

There can be no escaping the fact 
that a pay-as-you-go tax program will 
increase the tax burden of all who 
receive more than a subsistence. We 
will have to get the money from those 
individuals and businesses who re- 
ceive it in relationship to the govern- 
ment’s need and their ability to pay. 
In this country, income and financial 
resources are broadly distributed. 
Tax increases to raise $16 billion will 
likewise have to be widely distri- 


buted. 


An increase in individual income 
taxes should produce about half of 
the additional revenue required. 
Since the bulk of the taxable income 
is in the first taxable bracket, the in- 
crease will have to begin there, start- 
ing say, with a rate of 25% instead 
of 20, and go all the way up the in- 
come scale. There should be an in- 
crease in the regular corporation in- 
come tax, with some credit allow- 
ance on that part of income which is 
disbursed as dividends, these being 
subject to individual income taxes. 
We should also greatly strengthen 
the new excess profits tax law. Ex- 
cise taxes should be placed on all 
non-essential goods now exempt, and 
increased on non-essentials now sub- 
ject to tax. 

With the proposed increased tax 
rates on individual and corporate in- 
comes, it is especially essential that 
all loopholes in the tax be closed. 
This source alone might provide as 
much as $3 billion in additional 
revenue. 

Exempt income of insurance com- 
panies, savings and loan associa- 
tions, and farm, labor, educational 
and religious cooperatives, as well as 
interest from new securities of state 
and local governments, should be 
taxed. Depletion allowances should 
be greatly reduced in accordance 
with Treasury recommendations, and 
unusual expenses and promotional 
and advertising outlays made non- 
deductible for tax purposes. And 
there are other loopholes that should 
be closed. The present capital gains 
tax is one of these loopholes for tax 
avoidance. It also promotes inflation, 
particularly in commodities, real 
estate and stocks. 

To maintain the morale of the tax- 
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Norm Shaffer Joins 


Bankers Service Co. 


Norman B. Shaffer, vice president 
of Continental IIlinois National Bank 
& Trust Company of Chicago, who is 
retiring as of July 1, immediately 
will join Bankers Service Company 
of Des Moines, as senior vice presi- 
dent, it is reported by Henry H. By- 
ers, president of that firm which deals 
in the purchase and sale of banks. 
Mr. Shaffer has purchased a sub- 
stantial interest in the company and 
will serve also as a member of its 
board of directors. 

Mr. Shaffer is widely known 
throughout banking circles in the 
Middlewest, where he has spent his 
entire banking career. Born and 
reared in Altoona, Iowa, he gained 
his first banking experience there. 
After serving many years as a country 
banker, he became affiliated with the 
Iowa state banking department in 
June 1921, subsequently served as its 
chief examiner and deputy superin- 
tendent. 

He left the banking department in 
October 1925 to become associated 
with the correspondent bank division 
of Continental & Commercial Nation- 
al Bank of Chicago. which now is 
a part of Continental Illinois Na- 


payer who pays his honest share of 
taxes, loopholes must be closed and 
tax enforcement intensified. The 
Treasury should have sufficient com- 
petent personnel to give the same 
strict enforcement of tax collection 
to farmers, professional people, and 
the small unincorporated businesses, 
as is now applied to other types of 
taxpayers, notably those whose entire 
income is subject to withholding 
taxes. 

No tax program by itself is suf- 
ficient to prevent inflation under the 
conditions we face. It must be back- 
ed up by restrictive credit and mone- 
tary measures. Many individuals and 
corporations, when their expendi- 
tures are squeezed by higher taxes, 
will try to supplement their incomes 
by borrowing. Other credit demands 
will continue as there is an increas- 





NORMAN B. SHAFFER 


tional Bank & Trust Company. 
“Throughout his many years of 
service, Mr. Shaffer has made a host 
of friends, and his advice and coun- 
sel have been sought eagerly and 
highly respected by bankers 
throughout the nation,” said Mr. 
Byers. “He will make a valuable 
addition to the staff of Bankers Ser- 
vice Company.” END 


ing effort to borrow to build up in- 
ventories, particularly of scarce 
goods, to take advantage of invest- 
ment opportunities, and to specu- 
late on the inflationary rise. 

The harm to our economic stability 
from such private deficit financing is 
at least as great as that from deficit 
financing by the government. In fact, 
the whole post-war inflation, and par- 
ticularly since the Korean outbreak, 
has been due to private, rather than 
government, deficit spending. If we 
impose painful taxes to avoid one 
form of deficit financing, we must 
surely seek out a way to put a check 
on the other. 

To preserve inflation we must stop 
the over-all growth in credit and the 
money supply, whether for financing 
government or private deficit spend- 
ing. The supply of money must be 
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controlled at the source of its crea- 
tion, which is the banking system. 
Under our present powers, the only 
way to do this is by denying banks 
excess to Federal Reserve funds, 
which provide the basis for a six- 
fold expansion in our money supply. 
The only way to stop access to Fed- 
eral Reserve funds is by withdrawing 
Federal Reserve support from the 
government securities market and 
penalizing borrowing by the member 
banks from the Federal Reserve 
Banks. 

As long as the Federal Reserve is 
required to buy government securi- 
ties at the will of the market for the 
purpose of defending a fixed pattern 
of interest rates established by the 
Treasury, it must stand ready to 
create new bank reserves in unlimit- 
ed amount. This policy makes the en- 
tire banking system, through the 
action of the Federal Reserve System, 
an engine of inflation. 

If access to Federal Reserve cred- 
it were strictly limited or denied, 
and if there were more sellers than 
buyers of government securities, 
then prices of outstanding govern- 
ment securities would decline and in- 
terest rates would rise until the mar- 
ket became self-sustaining. More sel- 
lers of government securities than 
buyers indicates that the public is 
not willing to hold at existing rates. 
The only way to restore the balance 
is to let interest rates go higher to 
meet public demands. 

















The government, with the support 
of the Federal Reserve, has the ma- 
chinery and the power to decree what 
prevailing interest rates are to be. 
But lacking the power to require the 
holding of its securities by the public, 
the government cannot prevent their 
being offered for sale if the public 
is not willing to hold at those rates. 
If interest rates are not allowed to 
rise in response to market forces, 
then the government must create all 
the money it takes to keep rates down. 
This in effect makes interest-bearing 
money out of all government securi- 
ties, and adds to the liquidity of all 
private debt, as well. It is hard to 
conceive of a more inflationary mone- 
tary policy. 

There is another aspect of an in- 
terest rate freeze that under present 
conditions works to promote expan- 
sion of our money supply. Interest 
rates on short-term government sec- 
urities are about half of what rates 
are on long-term issues. Corporations 
and other non-bank investors hold 
short-term securities, however, be- 
cause they do not wish to take the 
chance of a market loss on long- 
term issues, should they need their 
funds. But if the policy as announ- 
ced by the Secretary of the Treasury 
is to prevail, that the existing pattern 
of interest rates will not be allowed 
to rise, then long-term government 
bonds in effect become demand ob- 
ligations. The lower-yielding short- 
term securities held by non-bank in- 
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“Look, if you've never seen a three-dollar bill before, how do you 


know it ain’t o. k.?” 
June 1951 


vestors will be shifted to the Federal 
Reserve. 


This process generates demand for 
long-term government securities, helps 
to maintain a lower long-term rate 
than would otherwise prevail, and 
gives the appearance of tremendous 
success to each government finan- 
cing effort. It is, however, a success 
bought by the creation of tremen- 
dous sums of money, at the cost of 
progressive decline in the value of the 
dollar. 


To allow interest rates on govern- 
ment securities to respond to the 
forces of the money and credit mar- 
ket, I realize, raises problems of 
debt management, because of the 
large volume of debt maturing each 
year and the demand liabilities in 
savings bonds. With large and fre- 
quent refundings, the process of per- 
mitting interest fluctuations involves 
careful management. If a refunding 
offering is not in line with market 
rates, Federal Reserve support is 
necessary to insure its success. 


These are important problems 
which a frozen pattern of interest 
rates can avoid. But they are not 
nearly as formidable as the problems 
that we take on if we accept a frozen 
interest rate structure. We cannot 
prevent increases in the volume of 
our money if we are unwilling to 
deny Federal Reserve credit when in- 
flation is taking place, and to allow 
interest rates to rise if market forces 
operate in this direction. Inflation 
and debasement of the value of the 
dollar is the price we pay for the 
luxury of a booming government 
securities market. Any tax program 
we are likely to adopt can hardly be 
adequate to stop inflation in the long 
run, as long as the money and credit 
floodgates are left open. 


If the Federal Reserve is to be re- 
quired to maintain a fixed pattern of 
interest rates established by the Trea- 
sury, then the System should either 
be discharged of its responsibility 
for controlling the volume of credit 
and money, or be given new powers 
as partial substitutes for those that 
it is not permitted to use. The limited 
selective controls which the System 
now has over certain consumers, real 
estate and stock market credit may 


be useful and desirable, although 
their effectiveness is certainly much 
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more limited than is generally be- 
lieved. 

Authority to increase reserve re- 
quirements of all commercial banks 
would be a partial substitute for tra- 
ditional credit control powers to en- 
able the System to immobilize new 
bank reserves arising from its pur- 
chases of government securities in 
support of the market. 

Authority would also be needed to 
require all commercial banks to hold 
an adequate percentage of their de- 
posits in a special reserve in govern- 
ment securities, or at their option, a 
like amount of cash. It would likely 
be essential for the Federal Reserve 
to have authority to require savings 
institutions such as life insurance 
companies, saving banks and savings 
and loan associations to hold a cer- 
tain proportion of their assets in gov- 
ernment securities, in order to pre- 
vent them from selling in a market 
supported at pegged prices by the 
Federal Reserve. 

All of these substitute powers 
would be necessary to compensate 
for the control over expansion in our 
money supply that we give up when 
the interest pattern on government 
securities is frozen. 

Fiscal and credit action will have 
to be buttressed for the present with 
some rationing and allocations. They 
will be required to control the use 
of certain essential goods in short 
supply, and of scarce or critical ma- 
terials and finished products. To pre- 
vent the bidding-up of prices on these 
items, price controls will be needed. 
Such controls should be selective, 
however, and applied only in those 
limited cases where materials or 
goods are both essential and in short 
supply, and removed as soon as they 
are no longer in short supply or 
deemed essential. 

Over-all price controls are un- 
necessary and should not be imposed 
upon the economy. Price controls 
cannot be successfully applied un- 
less simultaneously accompanied by 
allocation and rationing. Price con- 
trols alone merely lead to black mar- 


BANKS for SALE 
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kets and racketeering, profiteering, 
and tax-evasion. We know from past 
experience that even during war, a 
comprehensive harness of direct con- 
trols unsupported by adequate fiscal 
and monetary policies did not pre- 
vent inflation, but only concealed and 
postponed the inflationary results. 
They deal with the effects, rather than 
the causes — they sugar-coat the in- 
flation, so that the public’s will to 
accept the required taxes and credit 
restraints is weakened and destroyed. 

There is no substitute for adequate 
fiscal and monetary measures; with 
them, the need for direct controls is 
reduced to a minimum. 

One of the worst features of try- 
ing to enforce a comprehensive har- 
ness of direct controls is that it so 
regiments the entire economy as to 
destroy our essential freedoms. It re- 
quires the establishment of a huge 
bureaucracy for policy-making, ad- 
ministration, and policing —- a most 
uneconomic utilization of an already 
short supply of manpower. This can- 
not be justified. Worst of all, such 
regulation and regimentation, under- 
taken for any extended period of 
time, will prove so intolerable that 
public revulsion will lead to with- 
drawal of essential support for a pro- 
gram necessary to defend the free 
world, prevent war. and assure the 
preservation of the value of the 
dollar. 

Even though I have strongly op- 
posed a general price freeze for the 
reasons stated, I still feel that it is 
essential that wage and salary ceil- 
ings be put into effect promptly (al- 
lowing up to 10% increase for those 
who have not had an increase by that 
amount since 1948). (Editor’s note: 
Mr. Eccles’ address was made prior 
to the freeze order’s issuance). On an 
over-all basis, prices are made up 
largely of wages and salaries, and 
prices cannot be kept down with con- 
tinuing increases in wages and 
salaries. Labor should not object to 
wage and salary ceilings, so long as 
any excess profits of corporations 
are drained off through taxation. 

Another reason for a wage freeze 
is that higher personal income taxes 
required to balance the budget will 
reduce the hourly take-home pay of 
labor, as they must do if they are to 
be effective. Union leaders are likely 
to press demands for higher wages 


to offset this reduction in take-home 
pay and to maintain labor’s standard 
of living. To grant such wage in- 
creases would entirely defeat one of 
the major purposes of increased tax- 
es: the curtailment of purchasing 
power at a time when there is a scar- 
city of many civilian goods. Finally, 
due to the shortage of labor, employ- 
ers, especially those subject to high 
excess profits taxes, will bid em- 
ployees away from each other. 

Not only should wage and salary 
ceilings be imposed, but all fringe 
benefits, including bonuses and pen- 
sions, should be rigidly curtailed. 
Escalator clauses should be excluded 
from all future wage contracts — 
they are built-in inflationary devices. 

A 44-hour week, without overtime 
rates of pay, should, I believe, be 
generally adopted for the purpose of 
increasing total production and help- 
ing to maintain the standard of liv- 
ing without increasing costs. Increas- 
ed production is, in the end, the pri- 
mary solution to the inflation prob- 
lem, provided it can be brought 
about without increasing costs and 
purchasing power more rapidly than 
the supply of goods. 

Labor should be willing to accept 
wage ceilings and a longer work- 
week at a time when both are so es- 
sential to the prevention of further 
inflation. After all, defense of the 
dollar is more vital to labor than to 
almost anyone else. 

In conclusion, let me repeat that a 
successful preparedness program must 
prevent war and must not lead to de- 
structive inflation. Total war, with 
atomic weapons, would mean victory 
for none and destruction for all. Reg- 
imentation or further inflation, even 
if war is avoided, will ultimately lead 
to the destruction of our capitalistic 
Democracy. Therefore, our foreign 
policy must be designed on the basis 
of what we can pay for currently, 
and our fiscal program must be sup- 
ported by restrictive monetary and 
credit policies, together with only 
such limited direct controls as the 
situation may require. END 


Television dramas put on film 
require about 15 minutes of camera 
shooting-time for each minute of 


finished film. 
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By J. LEONARD TOWNSEND 


Solicitor, Board of Governors of the Federal Reserve System 


In a nutshell, the responsibility of 
the independent bankers is to keep 
themselves independent — indepen- 
dent in every sense of the word, but, 
above all other things, independent 
in thought. For just so long as there 
remains in this country the tradition- 
al system of independent banking 
which has been our heritage, just so 
long and no longer will there re- 
main a nation of independent 
businesses. 

You men and women are repre- 
sentatives of the 14,000-odd banks 
which serve the financial need of 
those businesses. In serving those 
needs, the banks of this country form 
a protective well around the private 
enterprise system, for they make it 
possible for the literally hundreds of 
thousands of those businesses which 
are already fixtures in the commun- 
ity life of the country, to keep pace 
and grow with their communities, 
and they also make it possible for 
new businesses to enter and compete 
for community patronage. Once that 
wall crumbles in the face of social- 
istic, communistic or any other form 
of collectivistic onslaught, the small 
businessman — and the large one. 
too — is doomed to extinction. 

What, you may ask, can you do 
more than what you are doing to keep 
yourselves independent? The answer 
to that question depends entirely 
upon what you are doing; not what 
you think you are doing, but what 
day-by-day you really are doing in 
actual practice. 

It would be extremely interesting 
to hear the private answers of each 
and every one to that question. It is 
safe to say that those answers would 
be extremely varied, to say the least. 
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Washington, D. C. 


You know, you can’t preserve your 
independence just by joining an as- 
sociation that calls itself the Inde- 
pendent Bankers Association. That is 
merely a proclamation of your be- 
lief in independent banking. The As- 
sociation can do a great deal to fur- 
ther the interests of independent 
banking, and its fine record attests 
to the zeal with which its officers have 
gone about that undertaking in your 
behalf. But, after all, a chain is only 
as strong as its weakest link. And if 
there be one or more so-called inde- 
pendent bankers who shut their eyes 
to the hard, cold facts of reality, 
then the collective strength of the 
balance is at least diluted and may 
be completely destroyed. 





“The independent banker ought 
to be the best fighter of all,” says 
Mr. Townsend in the accompany- 
ing address, condensed from his 
appearance on the |. B. A.’s con- 
vention program in Mobile. 

No independent worthy of the 
name will fail to read this presen- 
tation. 


And so, my theme is independence 
through independent thought. I ask 
you to invest as much thinking in 
your efforts to preserve independent 
banking as you do in appraising the 
balance sheet and risk element of a 
prospective borrower. I ask you to 
take serious account of the real 
forces which are at work in the world 
to destroy our way of life. I ask you 
to think about your role as leaders 
of the business life of your commun- 
ities. and’ to reject all considerations 


that run counter to the best interests 
of those communities as a whole. I 
ask you to think about these and all 
of the other great imponderables that 
permeate the economic and financial 
climate of this day. 


There are many facets to this prob- 
lem of remaining independent. Each 
has its own peculiar and important 
bearing upon the cause. But because 
time does not permit us to dwell upon 
a great number of them, I have 
chosen two of the most important of 
these facets. 

The first is the broad problem of 
bank regulation. By regulation I 
mean that which comes through the 
bank supervisory authorities and that 
which comes through self-imposed 
discipline. You hear a great deal 
these days about controls: control of 
prices, control of wages, control of 
production, control of raw materials, 
control of credit. All of these con- 
trols, as well as the many others 
which may be in the offing, have been 
made necessary, first, to divert as 
much production as necessary to the 
military needs of the country, and, 
secondly, in order at the same time to 
preserve the value of the dollar by 
keeping down the cost of living. To 
say that both of these objectives are 
not absolutely essential in this criti- 
cal period would be to misread all 
the portents of the times. 

In the field of credit controls, the 
banks are, of course, the first to be 
mentioned. A number of bankers al- 
ready have raised the cry: “Why 
should we be singled out as the whip- 
ping boys in this field? Why is it 
that the banks seem to be the first 
objective of those who sit in their 
ivory towers in Washington and 
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dream up these multitudinous plans 
for regimenting the economy? 

The answer, of course, lies in one 
simple fact: banks are the only pri- 
vate institutions in our nation which 
can and do create money. As you all 
know, by far the greatest part of the 
entire money supply is in the form of 
checking account balances. Most of 
these balances were created by the 
banking system in the form of loans. 
You may have competition for one 
or another kind of these loans, but 
none of your private competitors can 
create the money they lend. Most of 
them must eventually go to the bank- 
ing system if they are to continue as 
your competitors in these fields of 
credit. 

Having this license to create money 
is a vital one in our economy. Too 
much money created in times of 
limited availability of goods and 
services, can have no other result 
than inflation. Too little money in 
times of intense production can bring 
on a depression. Hence, the power to 
create money is one which is so 
powerful that, unless intelligently re- 
strained in a period such as we are 
now going through, it can destroy the 
dollar and ruin the economy. 

In most other major countries, the 
problem of controlling this basic 
function of the banking system is a 
relatively easy one, and ordinarily 
does not require, as here, constant 
resort to legislation as a further 
means of such control. Take Canada, 
for example. There, the government 
simply calls in the heads of the few 
large banking organizations which 


through their branches operate 
throughout the country, and a pro- 
gram limiting monetary expansion 
by the banking system is quickly 
agreed upon. Appropriate orders 
then are issued from the central 
headquarters of those banks, and all 
of the credit activities of their many 
banking offices are effectively syn- 
chronized. Thus, they do not have the 
problem of one bank refusing a loan 
because it is inflationary, and another 
across the street making it in order to 
attract the customer away from his 
competitor. 


But in this country you do not 
have that problem. Many a banker 
will say privately to you that the 
most difficult thing for him to do is 
to turn down a good customer who 
wants a loan, particularly when that 
customer is credit-worthy and wants 
to borrow for a purpose which seems 
to him to be a good business pur- 
pose. The banker may feel that the 
loan is inflationary, but he also 
realizes that his competitor has been 
trying to lure this customer away 
from him for a long time. Human 
nature being what it is, who can 
doubt the decision that is likely to 
be made in such a case? 

You say — and your organization 
is devoted to proving — that our 
system is better than the Canadian 
one, or, indeed, that of any other 
country where only a very few banks 
serve the needs of all the people. 
Everyone I have ever talked to in 
Washington ‘feels the same way as 
you do on that subject, and yet, as 
surely as our system fails — if it 





does fail — to protect the public in- 
terest against the evils of too much 
money in times of crisis such as 
these, just so surely will the people 
in a Democracy bring about a change 
in that system. 


It isn’t a long time ago since one 
or two demagogues rose in our na- 
tional midst and attacked the bank- 


' ing system as we know it. Do you re- 


call those days in the early ’30s when 
every Sunday evening one of them 
talked to the then staggering total of 
from 6 to 7 million people over the 
air, and made the banker the con- 
stant subject of his weekly diatribes ? 
That could happen again. There are 
always many restless people through- 
out this land who do not see beyond 
their noses and who are willing to 
follow almost anyone whose _phil- 
osophy sounds plausible and who 
promises some present but temporary 
advantages in terms of themselves. 


It is to head off just such possibil- 
ities as these that those in Washington 
from time to time seek by some ap- 
propriate legislation means to pro- 
tect the independent banking system. 
When, for example, they ask Con- 
gress to place limitations upon the 
money creation potential of the bank- 
ing system, they do so in order to 
obtain the same effect the Canadian 
government can achieve by agreement 
with the heads of the few large 
branch-banking organizations in that 
country. They know it isn’t humanly 
possible to get 14,000 banks to agree 
upon what is and what is not an in- 


flationary loan, especially in an at- 


Encore! Here Are More Pictures From Convention 


TOP ROW (LEFT): In Alabama's beautiful Bellingrath Gardens, there 
were hundreds of lovely settings for pictures to bring back home as 
souvenirs of the trip. Here are amateur photographers Mr. and Mrs. 
L. A. Christensen of Cut Bank, Mont. 


TOP ROW (CENTER): In historic old Mobile, many of the touring 
conventioneers posed in the natural frames formed by the pictur- 
esque iron grillework which marks so many buildings and homes. 
This group of six hired its own sightseeing car and driver and 
“did the town’ together. From left to right they are: Leroy O. Wallin 
of Brandon, Mi ta; Otto H. Preus of Minneapolis; Stanford 
Ronning of Browns Valley, Minnesota; E. H. Peters of Webster, South 
Dakota; John Carlander of Faribault, Minnesota, and Walter H. 
Leiser of Ontonagon, Michigan. 





TOP ROW (RIGHT): There were newlyweds on the trip — Mr. and 
Mrs. G. O. (Gerry) Thorpe of Chippewa Falls, Wisconsin. Mr. Thorpe’s 
First National Bank is a new member of |. B. A. 


MIDDLE ROW (LEFT): “I'll shoot you while you shoot me,” said F. A. 
Buscher (extreme left) of Mankato, Minnesota, to the staff camera- 
man at one halt on the tour of blossom-scented Bellingrath Gardens. 
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Standing with Mr. Buscher is Richard N. Gardner of St. Paul, |. B. A. 
counsel. A few feet further along stands another camera bug, 
Donald |. French of Gideon, Missouri, with Mrs. French. Beyond 
them is part of the crowd listening to the guide. 


MIDDLE ROW (RIGHT): In Natchez, oldest city on the Mississippi River, 
this trio of Minnesotans walked up Canal Street for a bite to eat 
and the day's papers. Left to right are G. M. Davis and W. R. 
Werring, both of Morgan, and C. A. Lauritsen of Tyler . 


LOTTOM ROW (LEFT): During a brief stop on the way to Mobile, the 
folks paraded up and down the platform for the sake of exercise 
and fresh air. Here are Mr. and Mrs. G. C. Schiefelbein of Durand, 
Wisconsin, with R. E. Simms of St. Michael, Minnesota. 


BOTTOM ROW (RIGHT): Another photogenic spot in Bellingrath Gar- 
dens found this group relaxing for a few minutes before heading for 
Biloxi and luncheon. From the left are Mrs. C. C. Rieger of Minne. 
apolis; Mrs. Earl Shaw of Fargo, North Dakota; Mrs. C. F. Dabelstein 
of Rochester, Minnesota; Mrs. F. A. Buscher of Mankato, Minnesota, 
with husband Fred, and Mr. and Mrs. D. Fay Case of Cannon Falls, 
Minnesota. 
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mosphere — which they all cherish 
— of intense competitive activity. 

So, the next time you read or hear 
of the Washington bureaucrat who is 
seeking legislation which will affect 
you in your role of lender, I ask you 
to don the robe of statesmanship and 
view the proposal from that objective 
standpoint. Mind you, I am not for 
a moment suggesting that every pro- 
posal that has been or will be made 
is bound to be right, and therefore 
should be followed blindly by the 
independent banker. Quite the con- 
trary. 

I say, pulverize each such proposal 
under the hammer of your most in- 
tense scrutiny. But let that scrutiny 
be statesmanlike. Let it not be made 
in the light of what at the moment 
may seem to mean more or less pro- 
fit to your own institution, but rather 
in the light of yoyr broader respon- 
sibility as financial doctor to the 
business life of your community. 


If, after such a critical appraisal, 
you are convinced that the proposal 
is against the public interest, then I 
say oppose it with the full might of 
your convictions. On the other hand, 
if your examination satisfies you that 
it is in the public interest, then be 
equally active in supporting it. The 
greatest political sin of all in a De- 
mocracy is not to take sides. 

The second greatest facet to the 
problem of keeping our banking 
system independent about which I 
should like to speak, is the bank 
holding - company problem. This 
problem is peculiarly your problem. 
I know that it has occupied a very 
great deal of the time of your organi- 
zation. It certainly has occupied a 
good deal of my time since going to 
work for the Federal Reserve Board. 


The holding-company problem has 
been before the board almost contin- 
uously since the passage of the Bank- 
ing Act of 1933. As a part of that 
act, Congress attempted to bring 
bank holding - companies under ef- 
fective regulation by requiring them 
to obtain permits from the board be- 
fore voting the bank stock which 
they own. Naturally, Congress 
thought that holding - companies 
would have to get such a permit in 
order to control the management of 
their banks, and that, as a condition 
of such permits or by withholding 
them altogether, the board would be 
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able to exercise a full measure of 
regulation over them. Unfortunately, 
however, experience in administering 
these provisions soon demonstrated 
a number of major loopholes in the 
law. 


In the first place, it became evi- 
dent immediately that a_holding- 
company did not have to get a per- 
mit to vote its shares, for the reason 
that it just did not vote those shares. 
Directors satisfactory to the holding- 
company could be chosen in advance, 
and then these men simply used their 
own qualifying shares to elect and re- 
elect themselves. Thus, some holding- 
companies escaped regulation alto- 
gether, because they were able to 
control their banks without the need 
of ever voting their shares. 


In the second place, the 1933 Act 
applied only to bank holding-com- 
panies which owned stock in member 
banks. Very shortly this loophole 
took on a real significanse because, 
as has been the case in a number of 
instances, bank holding - companies 
escaped regulation by having those 
banks which they acquired, withdraw 
from membership in the Reserve 
System. . 

In the third place, the definition of 
a bank holding-company in the 1933 
Act, which is predicated largely upon 
the ownership of a majority of the 
voting shares of the bank, was inflex- 
ible and unrealistic because it did 
not take into account the fact that 
effective controls of a bank can be 








maintained by a company owning 
much less than a majority of the 
shares of that bank. 

Particularly important, however, 
is the fact that the 1933 Act contain- 
ed no Congressional declaration de- 
fining the limits within which a bank 
holding-company should be permitted 
to expand. Under that law, the hold- 
ing-company device can be used to 
attain almost unlimited expansion. 
Indeed, as the Senate banking and 
currency committee pointed out in a 
1948 report, the very failure of Con- 
gress “to legislate on the subject is 
used by at least one company to in- 
dicate tacit Congressional approval 
of the practice” of expansion. 

Another important loophole in the 
existing law is the one which allows 
bank holding-companies to do that 
which their banking subsidiaries may 
not do; namely, to own and control 
other companies engaged in non- 
barking activities. 

In its annual reports to Congress, 
the board has called attention period- 
ically to these deficiencies in the 
existing law. In 1948, hearings were 
held before the banking and currency 
committee in the Senate on S. 829, 
which has been drafted by the board 
after intensive consideration of the 
holding-company problem and fol- 
lowing consultations with various in- 
terested banking groups and regula- 
tory officials. The senate committee 
unanimously approved S. 829 and 
recommended its passage, but, be- 
cause of the pressure of other legis- 
lation, the bill was not called to the 
floor for a vote in that session. 

In the meantime, Governor Mc- 
Cabe succeeded Governor Eccles as 
chairman of the Reserve Board. Dur- 
ing the Senate hearings upon his 
nomination, Mr. McCabe was catech- 
ized pretty strongly about his views 
on bank holding-companies. And the 
result was that he, too, conducted a 
protracted series of discussions and 
conferences with various outside 
groups, including representatives of 
the American Bankers Association, 
the Federal Advisory Council, the 
Association of State Supervisors, the 
independent bankers associations, va- 
rious bank holding-companies, and 
Washington regulatory officials. Fol- 
lowing these discussions, another 
holding-company bill was introduced, 
with virtually the same substantive 
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provisions as those contained in 
S. 829. 

This time, however, the legislative 
program struck a snag in the Senate 
committee itself. Following extensive 
hearings, the board was advised that 
a new bill had been written, without 
consultation of the board, and that 
this bill was going to be offered to 
the committee as a substitute for the 
board’s bill. However, a majority of 
the sub-committee which studied the 
substitute bill voted against it, and 
no further committee action has been 
taken on the matter since. 

The question arises, therefore, as 
to what, if anything, is to be done 
about bank holding-company legis- 
lation. 

The board is still convinced, as it 
has always been, that legislation on 
that vital subject is desirable and 
necessary in the public interest. It 
does not believe, nor does any mem- 
ber of its staff believe, that the board 
and the board alone is competent to 
draft that legislation. On the con- 
trary, the very fact that before both 
of the last two bills were introduced, 
the board sought the advice and 
guidance of practically everyone in- 
terested in or affected by the legis- 
lation, is ample proof of the board’s 
willingness to consider every view- 
point. 

The board does feel that it knows 
something about the problem, how- 
ever. That is because for 18 years it 
has been administering the admitted- 
ly defective bank holding-company 
law now on the books. Through that 
accumulated experience, the board 
among other things has observed the 
many and subtle ways that are open 
to those who would avoid regulation. 

The board’s basic approach to this 
problem is the same today as it was 
when it sought the introduction of the 
bills 1 have just referred to. It be- 
lieves that a bank holding-company 
should be regulated in substantially 
the same manner as a bank. that 
generally speaking, a bank holding- 
company should not be able to do 
those things that a bank cannot do; 
and that a bank holding - company 
ought not to be permitted, without 
first obtaining official permission, to 
expand by buying an independent 
bank, any more than a bank can now 
add a new branch without permis- 
sion. 


“June 1951 


The board believes that a bank 
holding-company should not be able 
to escape these basic requirements by 
taking advantage of loopholes in the 
law. Thus, the board does not believe 
that a percentage of stock ownership 
alone is an adequate test for deter- 
mining whether banks are controlled 
by the bank holding-company. 

Both Congress and the courts have 
long since recognized that one com- 
pany can control another through 
many other means than simply by 
majority stock ownership. A compar- 
atively recent federal case speaks of 
seven known methods of control and 
significantly points out that “others 
may develop from the urge of indi- 
viduals to avoid public regulation”. 

The board believes that all ques- 
tions of expansion within a holding- 
company system, whether it be by a 
holding-company buying an indepen- 
dent bank and continuing to operate 
that bank as a separate legal entity, 
or by a bank already in the holding- 
company system establishing a new 
branch, should be governed by the 
same standards of the public interest. 
One of the most significant of those 
standards is the anti-monopoly policy 
now contained in the Sherman and 
Clayton anti-trust acts. You have 


SOUTHERN CAL 
INDEPENDENTS 
VIEW OPERATIONS 


A forum on operating problems 
featured a recent dinner meeting of 
Independent Bankers Association of 
Southern California, in Los Angeles. 

Some 150 Southland community 
bankers turned up for the conference, 
for which John N. Hunt, assistant 
cashier of Farmers & Merchants Na- 
tional Bank of Los Angeles, was 
moderator. 

Other speakers were William J. 
Hunter, assistant vice president of 
Union Bank & Trust Company of Los 
Angeles; Bernard W. Jordan, vice 
president and manager of Southern 
County Bank of Anaheim, and Nel- 
son F. Higby, cashier of First Nation- 
al Bark of Pomona. 

Each speaker covered a different 
phase of bank operations, and his 
talk was followed by a question 
period. 


but to read carefully the bills which 
have been sponsored by the board 
(S. 829 in the 80th Congress, and S. 
2318 in the 8lst Congress), plus the 
testimony of Governor Eccles as to 
the first bill and of Governor Mc- 
Cabe as to the second, to find clear 
and unequivocal statements as to the 
board’s position on these and other 
provisions of those bills. 


The important point, however, is 
this: if bank holding-company legis- 
lation is to be obtained, it is imper- 
ative that each and every one of you 
should inform yourselves fully and 
completely concerning the kind of 
legislation that is necessary in the 
public interest. As I said before, no 
greater hazard to your continued in- 
dependence could possibly exist than 
to bring an informed judgment to 
bear upon the vital problems of the 
day. This is one of those problems. 
You can’t dispose of it merely by 
saying, “It can’t happen here”. It 
can happen here, and, in some places, 
it has already happened. 


Some of you may not know this, 
but, according to the testimony of 
Governor McCabe on S. 2318, bank 
holding - companies today control 
banks in at least 23 of our states. In 
Nevada, holding-company banks con- 
trol 60% of all banking offices and 
77% of all deposits. In California, 
they control 50% of all banking 
offices and 44% of all deposits. In 


_ Oregon, two banks (one a holding- 


company group) control 85% of all 
deposits and 83% of all bank loans. 

I repeat, this problem is peculiar- 
ly your problem. In preparing and 
submitting legislation to deal with 
it, the board’s first concern is to do 
what is best in the public interest. 
To fulfill your responsibility as in- 
dependent bankers, it is your duty 
also to learn and know the public 
interest, and, by knowing it, to dis- 
cern that which is good and that 
which is bad for the public interest. 

Don’t allow yourselves to be tempt- 
ed by the luxury of a laissez-faire 
attitude. Take the time and sperid the 
energy necessary to decide these 
problems right. And when you see 
what is right, put aside considerations 
of purely temporary advantage, and 
fight for that principle to the best 
of your abilities. 

The independent banker ought to 
be the best fighter of all. END 
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Object and General Purpose 
of the Independent Bankers Association 


> 


(As Set Forth in “Declaration” in the Articles of Incorporation) 


‘“‘WE, THE UNDERSIGNED, in the firm belief that the American system of independent 
unit banking as contrasted with any system of branch banking has been and still is best- 
adapted to the highly diversified community life of the United States of America and ac- 
cordingly should be safeguarded, preserved and perpetuated, whereas branch banking is a 
monopolistic and undue centralization of banking power in the hands of a few and a wrong- 
ful concentration of the credits of the nation and the power of money, so much so as to be 
detrimental to the best interests and welfare of the people of the United States of America 
and in dangerous violation of the basic principles of a Democratic form of government; in 
order, therefore, to safeguard, preserve and perpetuate the American system of unit bank- 
ing in the United States of America; to promote the general welfare and usefulness of the 
independent unit bank; to secure for it the benefits to be derived from closer cooperation 
and greater uniformity of action; to seek to promote higher ethical standards and better 
business methods in the conduct of its business; to advocate and assist in the enactment of 
better banking laws for the protection of the independent unit bank, as well as for greater 
safety and security for the depositing public; to advocate and assist in the enactment of 
laws, both state and federal, prohibiting the continuation of branch banking, do hereby asso- 
ciate ourselves together as a body corporate and adopt the following Certificate of Incor- 
poration under and pursuant to the provisions of Chapter 58, General Statutes of 1923, and 
laws amendatory thereof and supplementary thereto’’. 


If You Agree with the philosophy of the above “Declaration”, and are not already 
a member of the Independent Bankers Association . . . send your check for $10.00 today to 
the Association at Sauk Centre, Minnesota. 


If You Desire tne preservation and promotion of independent banking ia the 
United States, and are not already a subscriber to THE INDEPENDENT BANKER, send 
your check for $6.00 today to this magazine at 306 WCCO Building, Minneapolis, Minnesota. 
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HERE’S HOW! 


If you agree with independent bankers’ principles 


as stated in the box above, ACT NOW! 


to THE INDEPENDENT BANKER. 


Fill in this coupon and mail it to this magazine 
with your check for $10.00 made payable to The 
Independent Bankers Association. We'll forward 
your application and check to the Association, and 
send you our bill for $6.00 for a year’s subscription 


TO REMAIN INDEPENDENT, ACT INDEPENDENT! 
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@ Call to Arms 


Independent banking needs to be more 
vocal. It must stress the advantages of in- 
dependent banking. 


A great network of independent banks 
owned and operated by the people of their 
own communities, forms a worthy bulwark 
of defense against the socialization of bank- 
ing. Distant landlordism in banking is de- 
structive of the personal relationship between 
the banker and his client. The more imper- 
sonal banking becomes, the easier it is to 
socialize. 


The best defense against socialism is 
for many people to own and operate their 
own businesses. It makes our economy more 


Bank of Alpena 


elastic, more competitive, gives better results. 
It is The American Way! 





The undersigned independent banks of 
the great state of South Dakota urge inde- 
pendents everywhere to tell the world! Ad- 
vertise the fact of your independence, and 
stress the pressing need for independent 
banking, far and wide. Join your Independ- 
ent Bankers Association. Convince your 
neighbors that they should do the same. 
Take an active interest in your Independent 
Bankers Association’s program and welfare. 
Subscribe to and read regularly The Inde- 
pendent Banker. 





To remain independent talk independent! 


Bryant State Bank 





Alpena Bryant 
The Bank of Union County Farmers State Bank 
Elk Point Estelline 
Community State Bank Ipswich State Bank 
Hartford Exchange Bank of Lennox Ipswich 
Lennox 


Dakota State Bank 


Parker State Bank 
Tripp 


Parker 


Springfield State Bank 
Springfield 


ALL MEMBERS OF THE FEDERAL DEPOSIT INSURANCE CORPORATION 
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The Country Banker... 


Important American 


By J. F. KENNEDY 


President of First National Bank, New Hampton, lowa 


Immediate Past President of lowa Bankers Association 


@ The country banker doesn’t view his bank as a 

‘ kindergarten or training school for a career in a city bank. 
His bank is his future, his career, his entire field. He is vitally 
interested in the community because he knows that what 
is good for the community is good for him and his bank. 
He wants the businessman, the farmer and the community 
to prosper, because, if they don’t, he or his bank cannot. 


@ If we as bankers agree that character, integrity 
and honesty are important, then we must agree with the 
men who founded this country when they placed on our 
coins, “In God We Trust”. 


Those are the dominant thoughts in the accompanying address of 
lowa’s “Rusty” Kennedy, delivered at the recent regional meeting of 
Montana and Wyoming independent bankers in Billings. Story and pic- 
tures of the meeting appeared in last month’s issue. 


There is a commonly - accepted 
theory that the stability of a nation 
depends on its middle class. We don’t 
think of America as having an upper 
‘class or a lower class, nor do we 
think of a wealthy class and a poor 
class. So, when we think of the mid- 
dle class in America, what do we 
mean ? 

There are differences in people, 
and if we divide them into groups, we 
find some have lots of money, others 
very little. Some are smart, other not 
so sharp. Some are ambitious, some 
are lazy. So, I would say that if we 
average all these qualities, in the 
middle group we have the so-called 
middle class. 

‘What people are in this middle 
group, and why are they so impor- 
tant to the nation? 

In the middle class, I think you 
would find most American businness 
and professional people, our educa- 
tors and teachers, our better farmers 
and ranchers. And Fortune Magazine 
recently placed much of the higher 
element of labor in the middle class. 

This group is important in America 
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because here you find the energy and 
the drive that makes America great. 
Here is the group that is “on the 
make’’. The rich may have theirs, but 
the middle class is full of incentives 
to go out and get theirs. In this 
group we find ambition, intelligence, 
initiative and brains. These people 
read, and are informed, and have a 
real appreciation for the American 
way of life. A very high percentage 
of this group are in ventures of their 
own, whether it be a professional 
career, a business enterprise, farm- 
ing, ranching, or what-not. Most of 
these people have the energy and the 
drive, and, if you will, the guts, to go 
it on their own. They’re not looking 


‘for social security — they make their 


own. Their incentive and ambition 
make them our most important group 
of people. They want no part of 
socialism, or any other ism. They are 
the backbone of America. 

Now, I'd like to have you imagine 
or visualize a map of America. Spot- 
ted here and there on that map are 
the great cities of the country — in 


the East, New York; in the Midwest, 


Chicago; in the West, San Francisco 
and Los Angeles; in the South, Hous- 
ton and Atlanta, and the rest. There 
are only a couple of hundred impor- 
tant cities, and they are just dots on 
the map. 

Eliminate the cities from the pic- 
ture, and there you have the real 
America: the great agricultural 
areas, the plains country, the moun- 
tainous areas. Here you have the 
source of all wealth — the real 
starting-place for everything — the 
agriculture, the livestock, the oil and 
mineral wealth, the resources that 
make America rich. This is the do- 
main of the country banker. 

Spotted throughout this great area 
are small country banks, serving the 
areas surrounding them. Here the 
local farmer, rancher or small-bus- 
inessman can walk in, ask for credit, 
and get his answer right now. There’s 
no taking it up with the head office— 
the man he talks to handles the cre- 
dit, and the matter is settled right on 
the spot — rapidly, efficiently — in 
a typical American, business way. 

Nowhere else in the world is there 
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a banking system like this. In Eng- 
land, in all of Europe, in Canada, in 
South America — anywhere you look 
— they have great branch systems or 
nationalized banks controlled or op- 
erated by government. Only in 
America do you find the little indi- 
vidually owned and operated banks, 
and only in America is there the high 
standard of living, the prosperity, 
that we have. Only in America is 
there the middle class as we know it 
— this vital, all-important middle 
class. Is this only a coincidence? 
Definitely not. I think there’s a very 
close relationship between our small 
banks — individually operated — 
and our great, prosperous and sound 
middle class. 

Let me make clear that I don’t 
think that all country bankers are 
perfect. But I do think we have the 
finest system of banking that could 
be devised for the well-being of the 
American economy. 

Why? Simply because here the 
control of credit is placed in friendly 
and interested hands. The country 
banker really is interested. Likely, 
his whole future is right in his own 
community. He doesn’t view his bank 
as a kindergarten or training school 
for a career in a city bank. Definitely 
not. His bank is his future, his career, 
his entire field. He is vitally interest- 
ed in the community because he 
knows that what is good for the com- 
munity is good for him and his bank. 
Thus, he wants the businessman, the 
farmer and the community to pros- 
per, because, if they don’t, he or his 
bank cannot. 

It’s as simple as that. Place the 
control of credit in sympathetic, in- 
terested hands, and the community 


progresses. Develop the community, 
and you develop the nation. 

Now, what kind of business is 
banking? What kind of people are in 
it? Let’s look into that. 


Webster’s Dictionary says a banker 
is “one who individually or as a 
member of a company, keeps an es- 
tablishment for the deposit or loan 
of money”. That is accurate, but in- 
adequate. Webster also says this: 
“The three professions, or learned 
professions, are especially theology, 
law and medicine”. Now, what is a 
profession? The best definition I 
could find was that by Justice Bran- 
deis, who defines a profession as fol- 
lows: “Any occupation for which the 
necessary training involves knowl- 
edge and learning, as distinguished 
from mere skill; an occupation pur- 
sued for others, and not merely for 
one’s self, and for which the amount 
of financial return is not the accepted 
measure of success”. 

You know, we bankers are accused 
of being an avaricious, greedy lot. I 
would like to examine Justice Bran- 
deis’ definition of a profession, and 
see how it applies to the banker. 

He has made three points. First, 
an occupation for which the neces- 
sary training involves knowledge and 
learning, as distinguished from mere 
skill. Does not the extension of cre- 
dit involve knowledge and learning? 
To properly extend credit, must you 
not have considerable knowledge of 
economics, accounting, finance, law 
— not to mention character, human 
nature and general business? Cer- 
tainly, knowledge and learing defin- 
itely are required in banking. 

Justice Brandeis’ second point in 
defining a profession: an occupation 
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pursued largely by others, and not 
merely for one’s self. In banking, 
whose money do we loan? Whose 
assets are we trustees for? To whom 
are we responsible? Certainly, the 
bank’s assets are not the banker’s. 
Truly, banking is pursued largely for 
others and with the property of 
others. 

Justice Brandeis’ third point: the 
amount of financial return is not the 
accepted measure of success. Many 
a banker has extended credit and re- 
fused credit to men whose earnings 
are far larger than his own. Many a 
banker has counseled and advised 
men whose earnings are greater than 
his own. The banker’s advice and 
counsel are constantly sought by men 
of greater wealth. 

There is something extremely fas- 
cinating about the banking business. 
Here the business life of the com- 
munity marches right before your 
eyes, and your hand is in the inner- 
most part of the operation. Why? Be- 
cause credit is the lifeblood of the 
community, and the bank is the 
heart that makes it move. This is 
what keeps men in the banking bus- 
iness. Certainly, wealth and financial 
return are not the measure of success 
in banking. 

This, then, is the kind of business 
banking is: a good business, a bus- 
iness deserving of prestige and com- 
munity respect. It has little to offer 


the greedy, the selfish, or the get-rich- - 


quick type. I think the public often 
gets a wrong impression in that, be- 
cause the banker controls money and 
credit, the public automatically con- 
siders all bankers tremendously 
wealthy. 

Well, assuming that we do a job 
for the people of America, that the 
country banker is a vital part of the 
American economy — what are we 
going to do about it to see that it 
stays that way? 

First, I would say that we should 
“sell” ourselves, and then the public, 
on the fact that our services are 
valuable services, worth being paid 
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for, and paid well for. I believe in 
service charges, but I don’t believe 
in gouging the public or driving 
people out of our banks with petty 
nuisance charges. I do believe in 
good, sound, substantial interest 
charges. Bank interest makes up a 
very tiny and trivial part of the aver- 
age customer’s total operating ex- 
pense in a year’s operation. Good 
earnings are necessary to any bus- 
iness, and the banking business is no 
exception. 

Second, and this is closely related 
to the point just made: pay good 
salaries to executives and _ staff 
people. Get good young men into our 
country banks. You can’t expect a 
young man to come into a bank for 
less money than he can earn as a bar- 
tender or auto mechanic. The stock 
objection most bankers have on this 
point is, “We can’t afford it”. Then, 
study your earnings and improve 
them so that you can afford it, or the 
future of your bank and the country 
banking industry is not bright. 

Third: unload some of the detail 
from the executive officers. I think 
we might all study our daily opera- 
tions. If most of us took half the 
time we spend on routine and detail, 
and used it for thinking and plan- 
ning, we and our banks would be far 
better off for it. I think our earnings 
would rapidly improve, too. 

Fourth: the press, the radio, the 
movies, are loaded with attacks on 
bankers. I think these should be an- 
swered. By whom? By the secretary 
of the various bankers associations? 
Absolutely not. If he appears in the 
press answering an attack, he appears 
as paid, professional defender, and 
the weakness in that is obvious. They 
should be answered by you and me, 
with the facts, with our daily exper- 
iences. 
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Lastly, V'd like to offer a thought 
that I believe is of tremendous im- 
portance at this particular time. As 
bankers, we are utterly dependent on 
such things as character, honesty, in- 
tegrity. Where is the source of such 
things? I would say in Christianity 
—in God. 

Today the world is largely divided 
into two camps. We head up one 
group. The other group, headed up 
by Joe Stalin and company, now con- 
trols about one-half of the people on 
earth. The group we head largely 
believes in God. The head-men of the 
other group denounce religion and 
deny the existence of God. America 
is a Christian nation. Probably we 
are not especially demonstrative 
about religion. Yet, our coins read, 
“In God We Trust”, and I think we 
do trust in God. 

We are placed here on earth with 
a considerable higher status than 
that of an animal. The thing distin- 
guishing man from animal is the 





fact that we have intellect and free- 
dom of choice. This freedom of 
choice goes a long way. God never 
forced men to accept God. Man may 
choose to worship or he may choose 
not to worship; but whichever he 
does, he must accept the conse- 
quences. Our economic system works 
in much the same way. We have 
freedom of choice, though there are 
limitations. I can’t tramp over on 
my neighbor’s rights or on my neigh- 
bor’s property just because I so 
choose. Under our government, we 
establish the kind of conditions which 
make it safe for people to exercise 
their freedoms without destroying 
those of other people. Under Joe 
Stalin’s government, there is no free- 
dom of choice. 

Freedom doesn’t work well unless 
it goes along with God. Under a dic- 
tatorship, as, for example, Stalin’s 
or Adolph Hitler’s, religion and God 
are out. So is freedom. In place of 
freedom, we find slave labor, the 
concentration camp, and brutality. 
Remove God, and that’s what’s left. 

It isn’t my place to tell you what 
to do about Christianity and God. 
That’s every man’s own individual 
problem. Yet, I do want to point out 
our absolute dependence, as bankers, 
on those things that originate with 
God and Christianity: character, in- 
tegrity and honesty. 

In conclusion, good banking must 
include good, strong earnings, good 
salaries for executives and staff 
people, good management unhamper- 
ed with pettiness and detail. And if 
we as bankers agree that character, 
integrity and honesty are important, 
and if we as Americans agree that 
freedom is important, then we must 
agree with the men who founded this 
country when they placed on our 
coins, “In God We Trust”. END 
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Ohe Bank of North Dakota 


| Bismarck, North Dakota 


| STATEMENT OF CONDITION 
DECEMBER 30, 1950 


| 
| RESOURCES | 
| Cash and Due from Banks ................... Bee $ 15,597,887.03 | 
U. 8. Government Securities ...................... 75,540,793.89 | 
North Dakota State Bonds. .._...................... 1,341,000.00 | 
North Dakota Highway Certificates .......... ate 400,000.00 | 
BRUNE POOCIESUROS. oe ee ea ae 8,635,656.89 
Bills Receivable: 
Loans to State Institutions ................. $ 975,500.00 
Other Loans and Certificates .................. 466,261.47 
F.H.A. Loans . AES RA Me eeege iF 920,000.13 
Farmers Home Administration Loans .......... 688,851.53 | 
| 8 BARR acts Setihes ah Se eee 532,863.21 3,583,476.34 | 
i Te NG ioc is we nr acca ple voce 1.00 | 
| Piuratuye ano Preres 1.00 
Real Estate Owned and Sold on Contract ........... 12.00 14.00 | 
| TOTAL RESOURCES .................... $105,098,828.15 | 
LIABILITIES 
ie | 


| Deposits of State Funds and Treasurers of 
Political Sub-divisions: 


(All securities are carried at par value or cost whichever is lower.) 


RIN fo so hp, aes ree con a eC Teme Le Meee _..,$ 34,461,921.25 é | 

Time Set Till OEE ar BN 47,212,045.35 | 

} U. S. Treasury Tax and Loan Account ......... 1,705,168.87 | 
Other Deposits: | 
eS SS em 5 RE Re ee book 9,926,001.64 | 

Time s tyes Grr A Spee eS oe og 2,959,504.92 | 

een CeO, |. fre Beers ee es ha $ 96,264,642.03 

Cashiers, Certified Checks and Other Liabilities __.. 625,037.90 | 
Original..Canital Investment ............ 22 5.655:-. 2,000,000.00 | 

Undivided Profits Ae 3,431,526.75 | 

Reserve for Contingencies and Bond Depreciation _... 2,277,621.47 - 

Reserve for North Dakota Veterans 
Compensation Bond Sinking Fund ............ 500,000.00 

poe CORRES P.-E ia ae ae $105,098,828.15 | 


This Bank is owned, operated and controlled by the state of North Dakota under the 
supervision of the Industrial Commission. 


Industrial Commission 


FRED G. AANDAHL, Chairman MATH DAHL 
Governor Commissioner of Agriculture and Labor 
WALLACE E. WARNER ISABELLE NICHOLSON 
Attorney General Secretary 
H. C. BOWERS 
Manager 
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Prattville, Alabama — Miles upon 
miles of beautiful crimson fields — 
Autauga reseeding crimson clover in 
full bloom — with fat beef cattle and 
fine hogs and dairy cows grazing 
contentedly on lush green and crim- 
son acres, was the inspiring sight 
that greeted members of the annual 
Spring Reseeding Crimson Clover 
Tour here in the county of its origin 
and development, recently. Sponsor- 
ed by Autauga Reseeding Crimson 
Clover Association, the tour drew in- 
terested spectators from all parts of 
the state. They learned that 95% of 
all crimson clover fields now growing 
in the county are those that were 
planted by Mother Nature — fields 
which reseeded themselves. Growers 
in the county experienced a winter 
kill on about 85% of all winter 
crops planted by man last fall, due 
to severe drouth in the latter part of 
last summer, plus extremely cold 
weather from late November through 
mid-February. 

Barbecue lunch topped off the in- 
spection. One of the key figures in 
the association is Vice President D. 
L. Yarbrough, who is a vice president 
of the Bank of Prattville, and a dele- 
gate to April’s convention of Inde- 
pendent Bankers Association in Mo- 
bile. : 

xk 


Hancock, Michigan — Death end- 
ed the 52-year banking career of 
Richard E. Odgers, president of Su- 
perior National Bank & Trust Com- 
pany, at the family home. Prom- 
inently known in business and social 
circles throughout the Copper 
Country, Mr. Odgers came to Han- 
cock in 1931 to become cashier of the 
Superior Bank. He was named presi- 
dent in 1945. Formerly president of 
Michigan Bankers Association’s 
Group 1 (Upper Peninsula), Mr. 


Odgers was a member of Independent 
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Bankers Association and American 
Bankers Association, and had at- 
tended the Mobile convention of the 
I. B. A. in April as a member of the 
special train delegation out of Chica- 
go. (Mr. Odgers’ picture appeared in 
that of the Michigan conventioneers 
in staff camera’s layout on Page 16 
of the May issue. — EpiTor). 
x** 

Omaha, Nebraska — Dr. John K. 
Langum, former research department 
head of the Federal Reserve Bank of 
Chicago, now a professor at Univer- 
sity of Indiana, addressed some 400 
local business leaders at a noonday 
forum of finance sponsored by the 
First National Bank of Omaha. His 
subject was “The Causes and Effects 
of Inflation”. 

In sponsoring the meeting, First 
National’s officers felt that because 
inflation is such a paramount issue 
currently, many leading businessmen 
would be interested in hearing more 
about it from one of the country’s 
renowned authorities. 


x** 
Brandon, Minnesota — New 
officers of Douglas County Bankers 
® 





“Politicians can make more noise 
than a riveting machine without 
being as eancternation ¥" 





Association are Leroy O. Wallin of 
Citizens State Bank, Brandon, presi- 
dent; Don W. Johnson of First Farm- 
ers National Bank, Alexandria, vice 
president, and Samuel Myers, also of 
the local bank, secretary-treasurer. 

Topics discussed at the annual 
meeting were methods to improve on 
the schedule of service charges, cur- 
tailing of credit, consumer finance, 
Regulation W, and radio advertising. 
Banks of Douglas county have raised 
the rate of interest on 12-month time 
certificates from 114% to 2%. 

xKr 

Richmond, Virginia — Edward F. 
Gee, vice president of State-Planters .. 
Bank & Trust Company, is the new 
president of Carolina - Virginias 
Chapter of Robert Morris Associates, 
elected recently at Roanoke. A certi- 
fied public accountant, E. F. G. is a 
busy man. Currently he is serving on 
the national executive committee, 
board’ of directors, committee on 
cooperation with public accountants, 
and nominating committee as chair- 
man, of Robert. Morris Associates. 
Speaker, author, lecturer, he also is 
a member of this city’s planning 
commission. 

xx 

Pittsburgh, Pennsylvania — Two 
assistant vice presidents have been 
named by directors of Peoples First 
National Bank & Trust Company: 
Gilbert N. Herzberg, in charge of the 
Grant Building Office, and Regis A. 
Wurdack, in charge of the West View 
Office. 

x** 

Chicago, Illinois — William O. 
Kurtz, Jr., assistant cashier of Ameri- 
can National Bank & Trust Com- 
pany, has been appointed his bank’s 
representative in charge of the IIli- 
nois territory. Mr. Kurtz, who joined 
the bank in 1935 after receiving his 
MBA degree from Harvard Graduate 
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School of Business Administration, 
served for eight years in the invest- 
ment division, then moved into the 
banking department as a_ loaning 
oficer and administrative officer 
handling agricultural loans for cor- 
respondent banks, which continues 
to be one of his duties on the new 


assignment. 
xk 


Lancaster, Wisconsin — “Story of 
the Friendly Bank for Grant County 
Folks” was the title of an attractive 
two-color pamphlet distributed by 
Lancaster State Bank to mark its 
20th anniversary. One outstanding 
feature of the booklet was a page of 
pictures entitled “Facts About Our 
Staff’, in which employees were 
shown at work, with explanations of 
their duties and how they contribute 
to the bank’s usefulness in the com- 
munity. 

Another photo showed the board 
of directors in session, as it has been 
for 20 years with the same member- 
ship and near-perfect attendance 
record. Directors are President C. M. 
DuHamel, Executive Vice President 
M. W. Irgens, Vice President J. C. 
Vesperman, George E. Beck and E. 
G. Schmidt. 

xk 

Grass Range, Montana — G. R. 
Milburn, manager and part owner of 
N-Bar Ranch, has been appointed a 
director of Helena Branch of Federal 
Reserve Bank of Minneapolis. He 
fills the unexpired portion of W. A. 
Denecke’s term, ending next Decem- 
ber, 31. Mr. Denecke recently was 
elected to the head office board. 

xk 


Kansas City, Missouri — Should 
you attend -a directors meeting of 
City National Bank & Trust Com- 
pany, or listen in on a huddle of 
oflicers in the president’s office. you'd 
be likely to hear considerable rail- 
road talk — discussions of new rails 
being laid, carloadings, and operat- 
ing costs per mile. 

The cause for this conversational 
subject matter stems from the elec- 
tion of Vice President Kearney Wor- 
nall as a director of the New Jersey, 
Indiana & Illinois Railroad Com- 
pany, wholly-owned subsidiary of 
the Wabash Railroad. 

x** 

Elgin, Minnesota — Interior of 
Elgin State Bank has been completely 
remodeled, with lowered ceiling of 
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acoustical tile, sidewalls of nu-wood 

planking, rubber tile floor, fluores- 

cent lighting, low-type counters, re- 

finished woodwork. The old grille- 

work was replaced with glass. 
xk 

New Orleans, Louisiana — John A. 
Oulliber has been elected executive 
vice president of the National Bank 
of Commerce, and a member of its 
board of directors. 

In addition, Thomas F. Regan and 
Louis W. McFaul were elected senior 
vice presidents, and Robert M. Walm- 
sley II] and John E. Wax were made 
vice presidents, the latter continuing 
also as comptroller. 

Other promotions were: Charles 
A. Bonneau, Frank A. Brown and 





JOHN A. OULLIBER 





JOHN. E. WAX 





FRANK A. BROWN IRWIN GLASER 


Advanced by New Orleans Bank 


THOMAS F. REGAN > 





Irwin Glaser, from assistant cashiers 
to assistant vice presidents, and 
Frank J. Basile and Albert F. Finne- 
gan to assistant cashiers. Errol E. 
Buckner, assistant vice president, was 
given the additional title of trust 
oficer, but continues to serve the 
bank’s correspondents in connection 
with investment matters. 
xk 

Los Angeles, California — A group 
of seniors from 10 of the city’s high 
schools who are interested in bank- 
ing as a career, recently were enter- 
tained by Union Bank & Trust Com- 
pany, as a feature of the sixth annual 
Bankers Day program of Los An- 
geles Chapter, American Institute of 
Banking. END 
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When Is BIG Too BIG? 


We believe in the capitalistic 
system and we know that competition 
is the ingredient that makes the 
system perform marvels. Competi- 
tion is a spur to development; it 
makes the economy dynamic, leads to 
improvements, destroys obsolescency. 
sets a fair price to the consumer, 
raises the standard of services and 
goods, and promotes a high standard 
of living. Without competition there 
can be no truly capitalistic system. 
In any field where a business be- 
comes so big that it dwarfs all of its 
competitors, there can be no real 
competition. The big generally set 
the pace and to survive, the small 
must follow. It is then that big be- 
comes too big. ’ 

Human nature is human nature; 
we all want to expand our business 
— profits are the Number | incen- 
tive, and more volume often brings 
more profits. Laissez faire does not 
promote competition, but monopoly. 
Business left to its own device will 
monopolize. Carried to the extreme, 
it will be corporate feudalism. The 
government sometimes is accused of 
destroying free enterprise, but if it is 
complacent, maintains a laissez faire 
attitude, free enterprise would be de- 
stroyed by business itself. “Free 
competition is the price of freedom 
of enterprise”. Therefore, we must 
look to the government for legisla- 
tion that will hold business in check, 
keep it from destroying itself, and 
at the same time temper that legisla- 
tion with enough reasonableness so 
that in the process of regulating, -it 
won’t destroy the dynamism of bus- 
iness. 

In a country as vast as ours, we 
must have big business; mass pro- 
duction makes bigness necessary, but 
there must always be competition, or 
abuse will crop in — articles priced 
too high and profits too big. There 


can’t be wholesome competition be- 
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tween giants and dwarfs. I think it 
was Congressman Cellar who illus- 
trated this point with this statement: 
“ “Every man for himself’, said the 
elephant as he danced among the 
chickens”. 


Society long ago became alarmed 
at the monopolistic trends; the Trusts 
furnished a major political issue. In 
1890 the Sherman Anti-Trust Law 
was passed. Anti-monopoly sentiment 
continued to increase in vigor. Theo- 
dore Roosevelt coined the expression, 
“malefactors of great wealth”. Dur- 
ing President Taft’s administration 
there was a great deal of anti-trust, 
anti - monopoly litigation. Wilson 
railed against the Trusts. In 1911 
Standard Oil and American Tobacco 
were dissolved ; however, at about the 
same time the monopolies won a 
major decision when the Supreme 
Court softened the law by the “rule 
of reason”. It was the Court’s opinion 
that there could be good Trusts as 
well as bad Trusts. They apparently 
didn’t see as Lord Acton saw when 
he said: “Power corrupts, and abso- 
lute power corrupts absolutely”. 

Of course, our hindsight is better 
than our foresight. Experience re- 
places opinions. Laws are usually 
passed to correct existing evils, not 
in anticipation of evils to come. If 
our foresight was better, we could 
stop the crime before it was commit- 
ted and we wouldn’t have the job of 
trying to unscramble something that 
had already been done. Therefore, 
when a trend that is dangerous is 
discernible, we should provide legis- 
lation that would lock the barn be- 
fore the horse is stolen. 

Most of the banks of the country 
are independent institutions, respon- 
sive tothe needs of their communities, 
with ownership well-diffused and 
where competition plays such an im- 
portant part that service must be of 
the highest order. However, the trend 


by BEN DuBOIS 


Secretary 
Independent Bankers Association 


is toward concentration — more 
banks under one roof, management 
not independent but directed by the 
home office, an absence of deep per- 
sonal interest in the community, an 
operation that gives a service only in 
proportion to the corporation’s gain, 
and that gain pecuniary and not for 
the satisfaction of a worthwhile ser- 
vice well-performed. Monopoly in 
banking is still in the early stage, 
but the advent of the bank holding- 
company raises a danger to indepen- 
dent banking that was unkown a few 
decades ago. The bank holding-com- 
pany is without adequate regulation, 
can do things that banks can’t do, 
finds the state line no barrier, and 
while a form of branch-banking, it 
is less restricted — it can even en- 
gage in business other than banking. 
Naturally, those ambitious bankers 
who desire to push their empires far, 
find the holding-company device the 
proper vehicle. 


It would seem that the Congress 
would have the foresight to nip this 
potential monopoly in the bud. The 
Federal Reserve Board realizes the 
danger and has prepared bills and 
pushed with vigor for their enact- 
ment. If the bank holding-companies 
get a stranglehold on the banking 
business of the country, an aroused 
electorate may feel that a banking 
monopoly can be cured only by the 
nationalization or socialization of 
banking. Free enterprise would be 
dealt a mortal blow if this should 
take place. Therefore, the issue be- 
tween independent banking and 
monopoly banking is of utmost im- 
portance to our free enterprise 
system. 
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The Independent Bankers Associa- 
tion has been trying with all its 
strength to secure legislation that 
will stop this monopolistic trend. It 
believes that it is carrying on a fight 
for not only the independent bank- 
ers, but a fight in which the public 
has a big stake. It is ‘an issue that 
affects the very foundation of our 
free enterprise system. It is not sur- 
prising that we have met with 
great difficulty; the history of the 
last 60 years shows how difficult it is 
to control the big from getting too 
hig. END 


Goodwill 

Goodwill is decency in action. 

It is vigorous insistence on fair 
play for everyone, regardless of his 
race or creed or color. 

Goodwill is a positive respect for 
the other fellow — for his cights, 
his religion, his culture, and his 
point of view. 

It is the spirit of justice whith 
gives to each minority its due, ard 
defends it against all mean attacks 
and falsehoods. 

It is the courage to stand up 
against those who would deny to our 
minorities the chance to take full 
part in the Democratic life of the 
community. 

Goodwill, in short, is a_ living 
force which unifies and heals and 
purges men of their intolerance. 


Capitalistic System 
Pays Off Once Again 


To enable its employees to become 
partners in its profits, one company 
is selling them shares in the firm at 
a price below the price of the stock 
in the open market. More than 19,000 
employees now are buying shares 
under the plan. Certificates for about 
85,000 shares were mailed out re- 
cently to employees who had com- 
pleted payment through payroll de- 
duction. A new block of shares is to 
be offered to employees every six 
months. The selling price is $4 below 
the average market price for the first 
20 days of the month before the stock 
is offered. 


1. B. A. Director 
Dead of Heart Attack 


L. C. DORWEILER 


Services were conducted May 28 
for Louis C. Dorweiler, 73, president 
of Chokio State Bank, Chokio, Min- 
nesota, who died at his home follow- 
ing a heart attack. 

His state’s representative on the 
executive council of Independent 
Bankers Association, Mr. Dorweiler 
also was owner of Chokio Hardware 
Company, an official of Delaware 
Farmers Mutual Fire Insurance Com- 
pany of Herman, Minnesota, and had 
extensive real estate holdings, He 
served four terms as a representative 
in the state legislature, in 1919, 1921, 
1939 and 1941. 

A native of Kossuth county, lowa. 
Mr. Dorweiler was educated at High- 
land Park College in Des Moines. 
He joined the Chokio bank in 1909, 
hecame its president in 1917. 


Surviving are a daughter, Mrs. 
Floyd R. Ward of Spearfish, South 
Dakota; two sons, Louis C., Jr. of 
Minneapolis, executive secretary of 
the state legislative research commit- 
tee, and Paul B., cashier of Chokio 
State Bank; three brothers, Harry J.. 
president of Farmers State Bank of 
Hamel, Minnesota; Paul Dorweiler 
of Hartford, Connecticut, and Dr. P. 
O. Dorweiler of Fort Dodge, Iowa, 
and four sisters, Mrs. Peter Mersch 
end Margaret Dorweiler of Cedar 
Falls, lowa; Mrs. C. S. Foster of 
Cedar Rapids, Iowa, and Mrs. A. O. 
H. Setzhandt of Tulsa, Oklahoma. 
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TAX LETTER 


by J. GEORGE ZIMMERMAN, CPA 


Editor, Tax Department 





A correspondent in lowa wishes 
to know if a taxpayer who has sus- 
tained a net operating loss can elect 
to carry that loss forward to suc- 
ceeding taxable years, rather than 
applying it first to the preceding 
years. For example: can a taxpayer 
who sustained a net operating loss in 
1950 choose to carry such loss for- 
ward to 1951, instead of applying it 
first to taxable net income for 1949? 


The Revenue Act of 1950 revised 
the provisions of the Internal Reve- 
nue Code dealing with operating loss 
carry-overs and carry-backs. For tax- 
able years beginning after 1949, an 
operating loss can be carried back 
one year only, and can be carried 
forward for five years. The former 
rule provided for a carry-back of two 
years and a carry-forward of two 
years. 

The sequence required for appli- 
cation of operating losses must be 
strictly observed. The taxpayer has 
no option to elect to carry operating 
losses forward before first applying 
them to preceding taxable years. To 
illustrate the required sequence, let 
us assume that a corporation’s re- 
turns reveal the following income and 
losses : 


Calendar Net Income 
Year or (Loss) 
OS See ery nie eres 
1950 . My RE ey ak 
pt ero , 32,000 


Assuming further that no adjust- 
ments are required in converting the 
net operating loss of 1950 to a net 
operating loss deduction, the net loss 
for 1950 must first be applied to 
1949. It would act to wipe out tax- 
able income for that year, entitling 
the taxpayer to refund of all taxes 
paid for that year. The remaining 
unused portion of the 1950 loss, or 
$7,000, would then carry forward to 
1951, acting to reduce taxable in- 
come to $25,000. 


June 1951 


A relief provision of the law, 
which appears to have been frequent- 
ly overlooked, affects a corporation 
which has sustained a net operating 
loss or has reasonable cause to ex- 
pect that its operations for the cur- 
rent taxable year will result in a net 
operating loss. A corporation which 
expects that it will sustain a net oper- 
ating loss in its current year may ob- 
tain relief from payment of any re- 
maining instalments of tax due for 
its preceding taxable’ year by filing 
Form 1138. A corporation which has 
sustained a net operating loss may 
obtain quick refund of taxes paid 
for its preceding year by filing Form 
1139. 


While space does not permit a full 
discussion of the requirements which 
must be met, any corporation sus- 
taining a loss should explore these 
possibilities for financial assistance. 


From Nebraska comes this inquiry: 
“I understand that the Revenue Act 
of 1950 effected a change permitting 
a corporation to liquidate without 
incurring tax liability to the share- 
holders. How can this be done?” 


The current high rates of income 
and excess profits taxes applicable 
to corporations have given impetus 
to corporate liquidations, with con- 
tinuance of the business through the 
form of partnership or individual 
proprietorship. Our correspondent 
obviously is aware that under the 
general rule, a corporate liquidation 
is a taxable event to the shareholders, 
on which gain or loss will be recog- 
nized. Such gain or loss is measured 
by the difference between the cost 
basis to the shareholder of the capi- 
tal stock he owns and the fair market 
value of the assets which he receives 
on the corporate dissolution. When- 
ever the corporate assets have appre- 
ciated in value or when the corpor- 


¢ 
& 
¥ 
&> 
F 
i 
E 
i; me 
be 
é 





J. GEORGE ZIMMERMAN 


ation has accumulated undistributed 
earnings, liquidation is apt to result 
in taxable gain to the shareholders. 
While the gain will be treated as 
capital gain, the resultant tax may 
act as a strong deterrent to corporate 
dissolution. 

The 1950 Act does contain a 
special provision allowing stockhold- 
ers to elect an alternative method of 
reporting corporate liquidation. This 
option is available only if: 

1. The liquidation is made under 
a plan adopted after December 31, 
1950; 

2. The distribution is in complete 
cancellation and redemption of all 
the stock; and, 

3. The transfer of all the property 
under liquidation occurs within one 
calendar month of 1951. 

Certain other qualifications must be 
met by the stockholders. When a 
non-corporate stockholder elects to 
report under the special provisions, 
the gain on liquidation is divided into 
three parts: 

His pro rata share of corporate 
earnings accumulated after February 
28, 1913, are taxed in full as a divi- 
dend. 

2. The excess value of cash, plus 
any securities acquired by the cor- 
poration after August 15, 1950, and 
received by the stockholder, over his 
pro rata share of earnings and pro- 
fits, are taxed as capital gain. 

3. The balance of the gain is not 
recognized at the time of liquidation. 
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—mccee Dil you ever shop for dinner in Paris? 


Even if you parlay-voo like a native, you get a 
queer, lost feeling the first time you go marketing in a 
foreign country. 

You look at the shelves filled with strange goods, and 
not one of them means anything to you. And you hayen’t 
the faintest idea which are good, and which are so-so, 
and which won't satisfy you at all. 

And if, by chance, you happen to see a familiar 
American brand among the strangers—well, take our word 
for it, you embrace it like an old, old friend! 


There’s nothing like a little travel to make you realize 
how our American system of brand names makes life 
easier and pleasanter—and safer, too. 


Here at home, when a manufacturer develops a product 
he thinks you'll like, he puts his name on it—big and 


Whenever you buy— 
demand the brand you want 


Page Twenty-eight 


clear and proud. You try it, and if it doesn’t suit you, you 
know what not to get the next time. And if it does 

please you, you can buy it again with the certainty that 

it will be just as good... because the manufacturer 

can’t afford to let his brand name down. 


Brand names give you the wonderful power of taking 
it or leaving it alone. And that power—a force as 
mighty as your right to vote—is what keeps manufacturers 
vying with each other for your favor... making their 
products better and better...offering you more and more 
for your money. 

So make use of your power of choice to get what you 
want. Know your brands—and study the ads on 
these pages. That way you will get what pleases you 
best — again and again and again. 
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This part of the gain is picked up 
when the stockholder disposes of the 
property, since he takes as the basis 
the basis of the stock (decreased by 
any cash received and increased by 
the amount of gain recognized). 

Careful study will reveal that use 
of this option is of advantage to 
shareholders only in certain limited 
cases. If the corporation has sub- 
stantial earned surplus, such an elec- 
tion would rarely be advisable, since 
the taxation as a dividend of the ac- 
cumulated earnings would be expen- 
sive tax-wise. 

If the corporation has little earn- 
ed surplus but its properties have 
substantially appreciated in value, 
the election may be of advantage. 

It should be noted that the new 
provision does not act to relieve the 
stockholder from all tax; it merely 
postpones the day of reckoning to 
some future date when the property 
itself is sold. The stockholder thus 
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takes the additional gamble that Con- 
gress may adversely change the In- 
ternal Revenue Code. END 


12th District 
Independent 
Council Convenes 


Reaffirmation of its stand favoring 
immediate enactment of federal legis- 
lation designed to bring bank hold- 
ing-companies under federal super- 
vision similar to that now governing 
individual banks, was one of the 
principal actions of the executive 
council of the Independent Bankers 
Association of the 12th Federal Re- 
serve District, at its recent spring 
meeting in Portland, Oregon. 

Presided over by the organization’s 
president, Harry J. Harding, presi- 


dent of First National Bank of Plea- 
santon, California, the meeting also 
resulted in laying plans for a series 
of regional meetings to provide in- 
dependent banks in the various areas 
of the district an opportunity for 
mutual discussion of local problems, 
as well as plans for a more aggres- 
sive program to obtain enactment of 
bank holding-company legislation. 

The Association, with 350 mem- 
bers, represents independent banks 
in Arizona, California, Idaho, Neva- 
da, Oregon, Utah, Washington, Alas- 
ka and Hawaii. 

Other officers present at the meet- 
ing, besides President Harding, were: 
Walter J. Tobin, president of Secur- 
ity National Bank of Reno, Nevada, 
vice president ; Frank Wortman, pres- 
ident of First National Bank, Mce- 
Minnville, Oregon, treasurer, and 
Russel S. Hanson, vice president and 
cashier of First National Bank of 
Logan, Utah, secretary. 

Councilmen on hand included: K. 
W. Clague, cashier of San Diego 
Trust & Savings Bank, San Diego, 
California; Harvey Rogers, cashier 
of Cassia National Bank, Burley, 
Idaho; F. W. Albers, cashier of First 
National Bank, Cottonwood, Idaho; 
Walter W. Evans, president of First 
National Bank, Halfway, Oregon; 
Wendell N. Smoat, vice president of 
Zion Savings Bank & Trust Company, 
Salt Lake City; V. J. Bouillon, chair- 
man of the board of Washington Na- 
tional Bank, Ellensburg, Washing- 
ton, and James Fowler, vice president 
of Puget Sound National Bank, Ta- 


coma, Washington. END 
* 


Nevada has only 255 lawyers; 
New York, 28,333. 





BANK ADVERTISING 


DISPLAYS 


for window or lobby 


Shipped subject to your 
inspection and approval. 


Write for details 
and sample poster. 


Harlan L. Shattuck 


1481 S. Gaylord 
Denver 10, Colo. 
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Master Sergeant Travis Watkins, of Gladewater, Texas—Medal of Honor. 
On September 3, 1950, near Yongsan, Korea, Sergeant Watkins was wounded 
and paralyzed from the waist down. Ordering his squad to pull out and 
leave him, he stayed behind and died covering their withdrawal. 

Sergeant Watkins gave his life for freedom. What can you do? 

This. You can begin today to do your share in defense of the country he 
defended far “above and beyond the call of duty” by buying more . . . and 
more ... and more United States Defense* Bonds. 

For your Defense Bonds strengthen America. And if you will make our 
country strong enough now, American boys may never have to give their 
lives again. Defense is your job, too. 











Remember that when you're buying bonds every United States Series E Bond you 
for national defense, you're also building a own automatically goes on earning inter- | 
personal reserve of cash savings. Remem- _ est for 20 years from date of purchase in- 

ber, too, that if you don’t save regularly, stead of 10 years as before. This means, for 

you generally don’t save at all. So go to example, that a Bond you bought for $18.75 | 
your company’s pay office—now—and sign _can return you not just $25 but as much as 
up to buy Defense Bonds through the Pay- $33.33! For your country’s security, and 
roll Savings Plan. Don’t forget that now your own, buy U. S. Defense Bonds now! 


*O.S: Savings Bonds are Defense Bonds - Buy them regularly! | 


The U.S. Government does not pay for this advertisement. It is donated by this publication 
in cooperation with the Advertising Council and the Magazine Publishers of America as 
a public service. 
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Life and the 
Pursucl of Groceries. 


We cannot resist the temptation to call to our 
readers’ attention a little news item that may have been 
overlooked. 

Since the turn of the century, Rhode Island has 
permitted workers whose wages were garnisheed to keep 
$10 per week. That was considered the minimum the 
debtor would need to feed himself and family. 

Late in April, Rhode Island’s legislature officially 
recognized the persistent erosion of the dollar. Garnishee- 
exemption now is $30 a week. 

xk* 


OPS=Old Principles Scrapped 

To be effective May 28, 1951, a 25,000-word 
“master” regulation from Mike DiSalle’s office takes 
75,000 manufacturers out from under the general price 
freeze of January 26. It places them, instead, under a 
complex system of profit margins. For a manufacturer 
to set a price above pre-Korea, he may add only his 
actual increase in material costs to December 31, and his 
actual increase in labor costs to March 15. However, he 
may not add his increases of costs in the categories of 
advertising, selling, research, overtime, etc. 

A manufacturer who, under this margin regula- 
tion, loses money for 30 days, can then apply for hard- 
ship relief. But permission for price boosts will not be 
granted if the industry to which he belongs is making 
85% of the profits of any three of the four years 1946-49. 
However, if his industry does fall below that 85% level, 
he probably can get some increase. 

At first glance the regulation may sound simple, 
and perfectly fair and equitable. But like other Washing- 
ton wizardry, it farrows a spring litter of confusion. 
What is an industry? We don’t pose that question 
facetiously. For instance, whom do you include in the 
refrigerator industry? Refrigerator specialists only? 
Every company that produces refrigerators? How will 
we know for certain the profitability of their refrigerator 
activity, when their sales and manufacturing are inter- 
related with other products? 

And what is “half an industry”? Eric Johnston 
explained that the profits of half an industry must fall 
below the 85% level before it can be considered for a 
price increase. Should it be half the industry in terms 
of profits, or half the number of companies, half the 
physical output in units or in tons or in sales volume — 
or what? 

Let us move to still another question. A small 
plant we know of makes various components prepon- 
derantly for washing-machines. Does it belong in the 
washing-machine industry? Yes? But in the “base” 
period 1946-49, it made parts only for the auto industry, 
and autos do not come under this “master” regulation. 

The questions, obviously, can go on forever. Even 
the dog-waggers admit this in their statement, “A great 
many details remain to be worked out”. 

OPS spokesmen confess that the gradual squeeze 
in profit margin will take a long time to show up on 
consumer price-tags. Mr. DiSalle predicts slashes will 
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appear principally among the swashbucklers who took 
advantage of the shortages in recent months to charge 
all that the trafic would bear. 

As the regulation stacks up, the companies in 
industries which, by virtue of good management, pro- 
ceed to make 85% or more of what they made a few 
years ago, are rewarded by having their prices frozen. 
For their happy rewards are forthcoming in the form of 
excess profits taxes. 

On the other hand, by slipping in efficiency, or by 
finding ways to divert regular profits so that a record 
below the 85% “norm” is established, the road is paved 
for price increases for a new kind of “swashbuckler”. 
In a sense, the government is pledged to help each in- 
dustry to make at least 85% of its past profits by raising 
prices at the appropriate moment. We have here a sort 
of parity-profits support formula. 

It does seem that the farther we can get away 
from the old principles of American free enterprise and 
open competition, the happier are those wonderful plan- 
ners along the Potomac! 


x*rk 


Inconsistent Credit 


Bankers, Federal Reserve authorities, economists 
and some government agencies are working diligently in 
the effort to restrict credit expansion. Besides Regulation 
W, to check consumer credit, and Regulation X, to bear 
down on real estate mortgages, we have the voluntary 
but very important and effective credit restraint program 
being conducted by the banks. 

These credit-restricting forces working against the 
flooding stream of a huge money supply must view with 
alarm and distress two great government-sponsored 
forces working against them. First is the continuation of 
socialistic-minded, non-essential government projects and 
expenditures. In depression periods these would be de- 
scribed, in many instances, as “pump-priming” measures. 
Today they are “essential” principally because no one 
in political office cares to face the clamor of the individ- 
ual voters and careerists (and their friends) who would 
be dislodged by government economies. The second flood- 
aiding and torrent-aggravating force is the willingness 
of our Congress to keep the government in the banking 
business, in the form of the RFC. 

Nothing in the President’s reorganization plans 
for RFC goes to the heart of the issue. In the first place, 
every dollar loaned out by RFC necessarily will work 
contra to the credit-restricting activity of the other arms 
of the government and the Reserve Board. If we were 
really and completely sincere in the battle against in- 
flation, this reason alone should afford adequate justi- 
fication to end the RFC’s rancid career. 

Next, although we respect W. Stuart Symington, 
no one can convince us that he always can be successful 
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in resisting the persuasiveness of highly-placed political 
figures. Nor can we be convinced that the policy advisory 
board will be immune to similar pressures, and consis- 
tently wise in its prescriptions. 

Thirdly, the RFC cannot be justified as being 
needed for the vigorous financial life of “small business”. 
On their very record in recent years, the independent 
banks have offered liberal proof of their ability and 
willingness to lend to credit-worthy small enterprises. 

Fourthly and finally, the RFC cannot seek self- 
justification under the banner of national security. The 
Defense Production Act of 1950 authorizes all three 
branches of the Armed Services to lend money to defense 
contractors or to guarantee loans to them. Thus, entirely 
separate from RFC, we see established as the law of the 
land suitable means for “emergency financing”, to which 
role the RFC was first assigned as it entered our national 
scene. 

A Western newspaperman has likened the RFC 
to the human appendix. It was of some use long ago, 
back in the time when it was sort of a federal gizzard to 
digest credit so gritty the banking business couldn't 
handle it. Now it’s no longer useful. As a matter of fact, 
it is inflamed with corruption, and no quantity of ice- 
packs can completely subside the venom-laden inflamma- 
tion. Cut the confounded thing out. Give the other or- 
gans and muscles and tissues of the national body a 
chance to restore it to sturdy health. 


ta Not Just Sia 
Of Natural Resources! 


Dr. Joseph E. Pogue, petroleum consultant for the 
Chase National Bank, compared U. S. and Soviet oil 
production in a talk before the American Chamber of 
Commerce in Rio de Janeiro recently. He pointed out 
that it is less than a century since oil was discovered both 
in Russia and in the United States. 

In the early phase of the race it was neck-and- 
neck. In both countries exactly 30 years elapsed, 
said Dr. Pogue, before production attained a level of 
100,000 barrels daily. Around 1900, Russia actually 
forged ahead. But thereafter, hampered by strikes, riot- 
ing and socialization, she steadily lagged behind. Today 
the U. S. is producing eight times as much oil as the 
Soviet Union. “These trends”, said Dr. Pogue. “empha- 
size and contrast two ways of action — the individualistic 
and the collectivist. In the U. S., individual enterprise 
continued to be encouraged ; in Russia, there was progres- 
sive interference by the state.” Ownership by the state 
lacks the “drive and force of competitive enterprise.” 

Only a short time ago there was gloom concern. 
ing our dwindling oil reserves. Today the entire North- 
west country, both in the U. S. and in Canada, is aflame 
with oil interest. The recent strikes made in Wyoming. 
Kansas and North Dakota need further testing, of course, 
but they are sure to stimulate new drillings, particularly 
because of results turned up by Amerada Petroleum 
Corporation in North Dakota and by General Petroleum 
Corporation in southwest Wyoming. 

We can’t be an expert like Dr. Pogue, but on 
Sunday afternoons we do try to get his message across 
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to our young passengers: Sunday driving pleasure, kids, 
is possible because of gas and oil. These are possible 
only because of producing oil wells. Producing wells 
are simply the remaining ones that keep pumping out 
crude oil, after thousands of wildcat or trial wells have 
been drilled. Finally, kids, and most important, those 
wildcat wells got there in the first place only because the 
people who spent all that time and money to drill them 
knew that, under the American free enterprise system, 
they had a fair chance to get back their expenses, and 
some profit, beside. 

Ninety-nine percent of the children in Russia now 
do not have. and probably never will have. the pleasures 
vou now enjoy. 

x* * 


We Continue to “Jhrow fbway 
Our “Traum Cards 


Reports indicate that various Turkestan republics 
are restless under the Moscow control, and anxious to 
hear the United States re-affirm its principles of self- 
determination for minorities. We are missing an impor- 
tant opportunity by not broadcasting the Voice of 
America in the various dialects of the Turkestan part of 
Russia. 

We deplore the sheer stupidity, the tragic inepti- 
tude of those members of Congress who saw fit to slash 
by about 80% the proposed Voice of America program. 

For good or for evil, propaganda is one of the 
greatest forces yet conceived to mold the minds of men. 
In our March editorial, The Great Debate, we asserted 
much of our basic position concerning foreign affairs. 
The great contribution to permanent world peace which 
we can and should provide cannot be an endless stream 
of men and materials. It’s just horse sense that we don’t 
have it to give. Our contribution should be the horizon 
of hope for all honorable men, the blazing light of 
truth and freedom. The disenfranchised opponents of 
Dictator Peron, like the imprisoned enemies of Pauker 
and the enslaved victims of Stalin will provide the fire 
if we can exercise wisdom to furnish the spark. 

We are doing a great deal of good in the world, 
but even our own citizens don’t know the extent of our 
benevolence. Let the world know the truth that Russia 
has failed to pay its assessments to the World Health 
Organization; that it has paid nothing to the International 
Refugee Organization, while the U. S. has contributed 
$237,000,000; that Russia has not donated a thing to the 
International Children’s Emergency Fund, while the U. 
S. has given liberally $74,000,000; that the Soviet 
Union has never even joined the International Bank for 
financing the economic development of backward areas 
of the world, while the U. S. has paid in $635,000,000 
and pledged another $3,000,000,000. 

We must have a positive program, not a negative 
or neutral one, to bring to our side all right-minded men. 
Our neutral policy of “containment” does nothing to 
enlist for us the needed allies behind the iron curtain. 
We should take the ideological offensive. In this grim 
game of survival, we happen to own the trump cards to 
combat the Great Lie. If we only had the wisdom to not 
throw our trump cards away! 
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Independent 
Banking 


... ts on the march! 
... must be more vocal! 


... needs your active support! 


HOW TO DO IT? 


. . » join your Independent Bankers Association! 


. . . talk your independent banker neighbors into it! 


... dubscribe now to 
The INDEPENDENT BANKER! 
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E ach year in America 
millions of our young people 
finish their schooling and enter 
business. Each passing year new 
enterprises are started. In every 
community new buildings are rising 
to replace outmoded structures. 

An important factor in this ever chang- 
ing scene is the Independent Banker. Ever 
conscious of his civic and community obliga- 
tions, he encourages thrift, helps in making new 
enterprises a reality, and, more often than not, 
supplies the funds for new construction. 


The Marquette National Bank is proud 
of its opportunity to serve the Independ- 
ent Banker, and his assumed objective 
of perpetuating the American way 
of life and, with it, the independ- 
ent dual banking system. 
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